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This New and Valuable Service 
is “Exceeding All Expectations” 


ANY Bankers, when first told 

of the perfected York Night 
Depository, regarded it as little 
more than another item of banking 
expense. Reluctantly, they con- 
sented to install it. Dutifully, they 
notified their depositors of this 
new service which enabled them 
to deposit money at their own 
convenience after banking hours. 
Then they began writing for 
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extra depositors’ bags and keys. 
Here are some of the expressions 
they used in their letters: ““Exceed- 
ing all expectations”—‘ Decidedly 
gratified”—‘Number of users a 
surprise”—“Extremely keen for 
it.” Such enthusiasm was a source 
of gratification to us. 

The York Night Depository 
renders a valuable ser- 
vice to depositors as it removes 

the hazard of leaving money 
in offices overnight or over 
holidays. And it saves the bank 
from the extra trouble and haz- 
ard of receiving special depos- 
its after closing hours. 
Write or telephone us for 
information about the hand- 
some, easily operated, thor- 
oughly safe York Night 
Depository and the services 
that go with it. 


| YORK SAFE and LOCK CO. 


YORK, PENNSYLVANIA 


"York Sleeve Type Night Depository installed in the 
New York State National Bank, Albany, N.Y. 
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Playing Card Money 


»— [THE JOURNAL COVER ILLUSTRATION ; FROM A PAINTING BY WALTER DE MARIS]——« 


lations in the new world, the 
playing card money of French 
Canada came into existence because 
kings and such-like in the old world 
thought that war was the thing! 

While wars raged in the old 
world, using up men and material, the 
pioneers in Canada 
had a sorry time of it 
trying to get along 
with little help from 
the mother country. 

The currency came 

from France—when 
it came. Always there 
was delay. The funds 
for 1685 were not al- 
lotted until January, 
and did not reach 
Quebec until August. 
Long before that the 
Quebec treasury was 
empty and the sup- 
plies had been ex- 
hausted. 

Desperate measures being neces- 
sary Demeulles, the intendant, de- 
vised the new medium of exchange. 
“He secured packs of cards,” says 
Herbert Heaton in the American 
Economic Review, “and cut each 
card into quarters. On each piece 
he wrote the value at which the 
card was to circulate—15 sols, 40 
sols, or 4 livres—added his initials 
and seal, and then paid the cards 
out to those soldiers and officers who 


L« many other trials and tribu- 


were unable to obtain work. The 
cards were made legal tender; prices 
must not be raised to those who 
wished to make payment in cards; 
and the whole issue was to be 
redeemed when the King’s ship 
brought the delayed funds. This 
promise was faithfully kept, for in 
early September the 
intendant ordered 
that all cards be re- 
turned. within eight 
days, in order to be 
exchanged for coin.” 
That was the begin- 
ning, but again and 
again the authorities 
had to resort to play- 
ing card money, espe- 
cially during the war 
of the Spanish Succes- 
sion, 1702-13. Then 
this currency in- 
creased in volume and 
coins went out of ex- 

istence. 

So acute was the need of metal of 
value that of one governor it was re- 
corded: “If he learns that a man has 
a silver spoon or fork he sends and 
seizes it and forces him to take a 
card in payment.” 


HIS month’s cover illustration is 

our artist’s conception of what 
must have been a common incident 
in those particular days of playing 
card money. 
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The Invisible Banking ‘iia 


By COL. LEONARD P. AYRES 


Vice-President, Cleveland Trust Company, Cleveland, Ohio 


Credit Inflation Manifests Itself in Turnover of Deposits. 
American Method of Operating Call Money Market Considered 
Responsible for Phenomenon of Great Unofficial Financial 
Structure Which Is Believed to Present Serious Situation. 


HE simplest possible definition 

or description of business is that 

business is the exchange of 

money and credit for goods and 
services. If a step further is taken and 
it is elaborated just a bit more on the 
money side it would be said that it is 
the exchange of money and credit at 
varying rates of turnover for goods and 
services at different price levels, be- 
cause, clearly, money that is turned over 
rapidly will do more financial work than 
money that moves slowly and, on the 
other side, prices clearly are involved in 
that summary of business. 

So with that start-off of four elements, 
money and its turnover being exchanged 
for goods at its varying prices, I tried 
to make some inquiry to find out which 
one if any one of those four fundamen- 
tal elements was out of balance in these 
present days. 

In the first place there is presented 
here a chart (No. 1) in which each one 
of the upright sections represents a year, 
beginning with 1923 and running over 
into the beginning of 1929, showing the 
money part of that equation of business 
exchange, as the economists call it. 

The upper line represents the demand 
deposits monthly for reporting member 
banks in this country. If we take the 
average for the period as being 100 and 
represent all the monthly divergences 
from that as differences above or below 
100, the heavy line, of course, being the 
100 line, demand deposits were relatively 
low in 1923, arose rapidly in 1924, and 
since that time have run along with 
something of a definite upturn at the end 
of 1927 and down again, but with no 


FUNDAMENTALS NOT SHOWING 
INFLATION 
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Chart No. 1 


considerable variation from that same 
general level. 


No Inflation 


O that we can say, here at least, as 
we measure the amount of active de- 
posits used for business purposes, that 
we see no tendency of boom or inflation. 
Then I took the industrial production 
index of the Federal Reserve Board, the 
second line, treating it the same way, 
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showing its fluctuations monthly for the 
same period, and again doing it on the 
hypothesis that the average for 1923- 
29 equals 100 and the variations are 
more or less than that 100 line. 

We see clearly marked the depressed 
period of 1924. We see the indication 
of the genuine dip in business activity 
in 1927; the adequate and even consid- 
erable recovery; we see a general up- 
ward tendency through this period. But 
I think we should agree once more that 
we have here nothing that looks like boom 
or inflation, or a situation that should 
demand unusual credit accommodation. 

Lastly, I moved down to the lower 
part of the chart to the price level, 
taking the wholesale price index of the 
Federal Bureau of Labor Statistics and 
I did the same thing once more, and 
once more with the same general con- 
clusion that while there are fluctuations 
the significances of which we might fol- 
low out with interest, still there is noth- 
ing there that could be considered as 
inflationary in character. 


The Fourth Element 


O here we have taken care of a quick 
review of three out of the four ele- 
ments. Our four elements of this busi- 
ness exchange were money and its turn- 
over, and goods at their prices. We have 
the goods and the prices, but not the rate 
of turnover, or, again, what the econ- 
omists call “the velocity of circulation.” 
One reason why we are not particu- 
larly interested in that ordinarily is that 
it is not a datum which is reported in 
the weekly or monthly reports of our 
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banking systems. We never see any- 
thing in the newspapers about velocity 
of circulation or even about turnover of 
checking deposits, and probably the 
main reason why we do not is that ordi- 
narily that is something that the econ- 
omists work with in theory but which 
does not change sufficiently rapidly or 
through wide enough swings to elicit 
their current interest, the current at- 
tention of business people. It usually 
here and in other countries is a very 
stable sort of a figure. 

There are two figures in our weekly 
reports of banks which we may use to 
compute the turnover. One of them is, 
of course, the debits to individual ac- 
counts because that is the total of the 
checks drawn. But the only thing you 
can draw a check against is a demand 
deposit. So the other figure is the 
figure for demand deposits, and if you 
take for any given month the aggregate 
of the checks drawn and divide it by 
the deposits, you find out, of course, 
how many times those deposits were 
checked out and brought back into the 
banking system on the average during 
the month at the turnover. 

Most of the time since the war such 
a division would have given an answer 
ef about three and if it were just three 
it would mean that the average dollar 
of demand deposits had been checked 
out of the banking system and brought 
back into it three times during that 
month. 


The Coolidge Bull Market 


GOT the data for that kind of a 

computation and worked them back, 
as far as one can work them back, dur- 
ing all the period since the war, begin- 
ning with 1919 and those results are 
here shown in Chart No. 2—(Turnover 
of Deposits), the chart being in essence 
like the other chart, representing month- 
ly fluctuations, each upright division 
representing a year, beginning here 
with 1919, and ending with 1929, for 
reporting member banks. Deposit turn- 
over, or the turnover of checking ac- 
counts, was rising in 1919 as the boom 


of that memorable period was on, until 
it got up almost to four. It turned 
down as inflation and the boom period 
turned down in 1920 and 1921 and 
ran down slowly but steadily in 1921 
almost to three; recovered again and 
ran along for three more years with 


minor fluctuations at about 3% level. + 


At the end of 1924 we had President 
Coolidge’s election and the beginning of 
what we commonly call the Coolidge 
bull market. At that point the turn- 
over of deposits began to rise rapidly 
until early in ’26 it was higher than it 
had been in the previous half dozen 
years. 

In 1926 it made no net increase. 
The year 1926 was also the year in 
which stock prices in general made no 
net increase. March of that year there 
was a very serious break in stock prices. 
There was a rapid recovery from that 
break. In October there was another 
severe break and a recovery from it, 
most stock price indexes ending 1926 
about where they began. In 1927 a very 
great increase came; in 1928 a phenom- 
enally rapid increase, carrying on into 
these first three months of 1929. 

So here we have a very different sort 
of record for the fourth one of those 
four factors suggested as representing 
the fundamental basis of business in 
any country, not only a very great 
difference but one that is particularly 
impressive when contrasted with what 
happened back in 1919 and 1920, which 
was a period of very serious credit in- 
flation. 


Speculation Localized 


HE fact that there was no increase 

in 1926 leads to the suspicion that 
there might well be some connection 
between that pause in the advance of the 
line and what happened in the security 
markets. So I decided to test that out. 
I got a list of all the stock tickers in 
America and found out where they were 
located geographically. 

We say, of course, with a good deal 
of confidence that this recent outburst 
of speculative activity in this country 
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Chart No. 2 


is country-wide, and in a sense that is 
true and yet if one searches those rec- 
ords of the location of stock tickers | 
think he inevitably comes to the con- 
clusion that speculation is rather local- 
ized in this country in a broad way than 
generalized. 

I found that of all the stock tickers 
in the country more than 10 out of 11 
were located in six of the Federal ke- 
serve districts. They are in those dis- 
tricts that are comprised in the states 
of New England, New York, Penn- 
sylvania, Ohio, Michigan, Illinois, and 
the district around Los Angeles. The 
others, less than one-eleventh of all of 
them, are in that broad belt of states 
along South and through the Middle 
West and up into the Northwest. 

After having done that, I recomputed 
this same material about turnover of 
deposits to see how the deposits turned 
over in those two sets of six districts 
each, which we may for convenience call 
the speculative Federal Reserve districts 
and the non-speculative Federal Reserve 
districts, and through that I got still 
another chart (Chart No. 3) on the same 
general principle, but this time running 
from 1922 into 1929. 

The figures on the left mean turnover 
per month just as they did before. We 
have two sets of districts—the upper 
and the lower. And in those six Federal 
Reserve districts having 5000 tickers, 
the turnover of deposit line ran along 
at about the 3% level, as we saw before, 
up to the beginning of that great bull 
market, and then went on with increas- 
ing acceleration until the last records 
that we have for the first months of 
this year show it up there at a level 
twice as high as the level from which 
it started off. 


Without Parallel 


N the other hand, the lower line, 
representing deposit turnover in 
the six districts, with approximately 450 
tickers, has run along just under the 
3-level during that entire period, with 
very moderate fluctuations and only in 
this past month has hooked its head up 
above the 4 line. ' 

Clearly there is here a very distinct 
difference between these two sets of 
districts and one so striking that I think 
we must conclude that it has a relation- 
ship to this matter of speculative 
activity as here represented by this 
device of segregating the stock tickers. 

We may infer from all this that we 
have going on in this country a period 
of credit inflation that is without 
parallel of its sort. Of course, the use 
of credit, when we measure it, is repre- 
sented by the volume of loans and de- 
posits and by their turnover. In com- 
bination they represent credit use. In 
former periods of inflation turnover has 
remained somewhat nearly at % given 
level. The volume of loans outstanding 
has greatly increased. This time the 
volume of loans outstanding has _ not 
greatly increased although it has in- 
creased some, but overhead has risen to 
unprecedented heights. If instead of 
having the picture I have shown here 
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we had at the present time the same 
amount of credit use represented by a 
relatively stable turnover and a pro- 
portionately increased amount of loan 
expansion, then I take it we should all 
be greatly alarmed, but since it has 
come in this form to which we are not 
accustomed, and which does not get re- 
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flections in the weekly and monthly bank 
reports,—it has passed not unnoticed 
but unnoticed so far as these manifesta- 
tions are concerned, or nearly so—there 
is no need to be alarmed. 


Invisible Banking 


HERE does it all come from? I 

think that we will find the answer 
to that in the development over the past 
few years in this country of a great 
invisible banking system, unofficial, un- 
recorded, very real. I refer, of course, 
to the phenomenal growth of brokers’ 
loans for the account of others particu- 
larly. 

Why do I call that a banking system? 
I am inclined to think that is what 
it is. I am inclined to think that we have 
here in that surprising development an 
unofficial invisible banking system which 
not only makes loans, as we know it 
does, but which also takes deposits. I 
think that when you buy a number of 
shares of stock in an investment trust, 
that takes those funds and puts them 
as it will today on the call market, you 
have made a deposit and they have made 
a loan. 

If you buy a share of stock in an 
industrial company that uses the pro- 
ceeds not to build new factories or in 
some other way to expand its ma- 
chinery of production, but instead to in- 
crease its corporate surplus and it puts 
that increased amount on the call loan 
market, as it probably will today, you 
have done the same thing: I think you 
have made a deposit and they have made 
a loan. 


So that I believe we are not stretch- 
ing the use of the term unduly when we 
say that there has been created here a 
new and invisible banking system that 
carries through the ordinary functions 
of banking, except one: they have no 
checks. Since they cannot draw checks 
they use checks of our banking institu- 
tions, and that added burden on the 
checking facilities of the ordinary bank 
gives this extraordinary result that is 
seen on Chart No. 3. 


Stock Prices Rise 


r it be true that we have here repre- 
sented a new kind of inflation going 
forward on a grand scale, how has it 
operated with regard to prices? 

We know that when credit use ex- 
pands more rapidly than the number of 
things traded in, bought and sold, prices 
must rise. Of course, the things, the 
prices of which have risen most con- 
spicuously in these last few years, are 
stocks and we know just as a matter 
of general observation that stock prices 
have risen, and have risen a long way. 
But have they risen concomitantly with 
this increase, and has it been an ad- 
vance in price in so far as we measure 
price in its relationship to value? That 
is a complicated-sounding question. 

I have tried to answer that also. I 
took the records of the thirty leading 
stocks which have afforded during the 
last five years the largest amount of 
trading on the stock market, stocks like 
General Motors, General Electric, U. S. 
Steel, and so on-—the large stocks, the 
large companies that have been most 
active in the trading and that during a 
large part of that period have con- 
tributed actually a majority of all the 
trading on the stock exchange in New 
York City. 

For those thirty corporations I worked 
out monthly the price of all their out- 
standing stock; I mean not merely a 
price index, an average of the thirty, 
but the aggregate price of all the shares 
outstanding. Then I worked out quarter- 
ly during the same period the profits, 
net earnings of those companies, avail- 
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able for dividends and then I made a 
price earning ratio, dividing the one by 
the other, and finding out all the way 
through how many times the earnings 
the stock was selling for, ten times, 
fifteen times, twelve times, whatever it 
might be, because there, of course, we 
have a measure not of the volume of 
profits of the company but a measure 
of what the public thinks about stock 
values, how much the public is willing 
to pay for earnings of, let us say, $10 
per share per year, or whatever the pay- 
ment may be. That is something that 
happens in the minds of people and not 
in the profit account of the corporation. 

Having made that computation, I 
got finally as a last chart (Chart 
No. 4) one running from the begin- 
ning of 1924 through to early 1929, 
in which the upper line is the same 
upper line that we saw on the other 
chart, the line from the six specula- 
tive Federal Reserve districts, except 
that this time I started with 1924. If 
we say 1924 equals 100, we put all the 
other years on in relatives of that 1924 
start-off. The lower line represents the 
price earnings ratio, the public estimate 
of how much earnings are worth for 
the thirty leading corporations. Almost, 
it is the same line and there is here, 
of course, some substantiation of the 
classic economic theory of quantity of 
money because we have a credit use 
which has expanded more rapidly than 
the number of things dealt in and so 
has resulted in a corresponding increase 
in the price of the things dealt in. 


Two Deductions 


ROM all of this, I draw two deduc- 

tions: the first one is that we have 
going on in this country an important 
period of credit inflation which mani- 
fests itself at this time in a very great 
increase in turnover rather than in the 
ordinary manifestation of an increase 
in the volume of loans outstanding. 
Secondly, I infer that the responsibility 
for all this is not to be found in the 
places where we are likely to look for 

(Continued on page 1140) 
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The New Master of the Market 


By JOHN H. LIBBY 


Effect of Investment Trust Trading Seen in Market Flurries. 
Enormous Security Dealings of Heavily Capitalized Concerns 
Associated with Wide Fluctuations in Prices. 
Volume Past Concentrations of Funds for Exchange Activity. 


IVE years ago, a strange new 
creature appeared on the sidelines 
of the arena of the bulls and the 
bears. At first he seemed to be 
timid and anxious to keep out of the 
fight. When forced to enter or cross 
the field of battle, he threaded his way 
carefully between the combatants and 
played safe by avoiding the appearance 
of favoring either side. In the begin- 
ning he was taken for a lamb. But as 
he was weak and inoffensive no one 
took much notice of him—he hardly 
seemed enough worth while to fleece. 
But four years have been sufficient for 
the stranger to develop tremendous size 
and strength. The lamb has become the 
battering ram. Although still of tender 
age he is regarded as an experienced 
fighter. Sometimes he appears on the 
side of the bulls, sometimes with the 
bears, but he never leaves the arena. 
His future activities are uncertain and 
some of the arena officials are a little 
worried about him. When he joins the 
bulls, he is apt to push the game too 
far. The same thing happens when he 
is on the other side. Some of his ad- 
mirers excuse his rough habits on the 
ground that all healthy young fellows go 
through a boisterous stage, but many 
of the older heads are saying that if 
he keeps this up he may become a 
menace to the whole future of the sport. 
This new member of the financial 
menagerie is the so-called “Investment 
Trust.” 


First Ventures 


first investment companies or- 
ganized in the United States after 
the war were, generally speaking, of a 


very conservative type. Most of these 
first ventures took the form of common- 
law trusts, and operated under a trust 
agreement rather than under a corpo- 
ration charter. Their purpose was to 
assure the individual investor security 
of his principal by means of diversifica- 
tion of holdings which would at the same 
time give him a reasonably certain in- 
come. Only twelve were in existence up 
to the beginning of 1924. By January, 
1927, forty-eight such companies had 
been formed. That year saw the organ- 
ization of more than fifty new com- 
panies, and for the first time the ordi- 
nary trading company became dominant. 

These companies in their operations 
do not differ in principle from any other 
commercial company, buying and selling 
commodities for profit, the only differ- 


Surpassing the 
Pools 


os passing of the pools 
as controlling forces in 
the stock market is forecast 
in this article which points 
out that the resources for 
buying and selling securi- 
ties at the command of the 
investment trusts complete- 
ly overshadow the facilities 
of the old-fashioned meth- 
od of large scale operations. 
While investment trust ac- 
tivity in the market is be- 
lieved to be a cause of 
price fluctuations for the 
time being, nevertheless 
eventual stabilization is 
foreseen. 
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ence being that the commodities dealt 
in are securities instead of raw mate- 
rials or manufactured goods. Some of 
the new trading companies, like the 
country general store, were organized to 
deal in any and all kinds of securities, 
while others were formed to buy and 
sell only the securities of certain indus- 
tries, such as public utilities, railroads, 
oils or aviation. 

By far the greater number of the in- 
vestment companies now operated, how- 
ever, are unlimited as to their field. The 
tremendous upward swing of the stock 
market in 1928 called nearly seventy 
more of these new companies into being, 
and in the first three months of 1929 an 
additional twenty-six of these organiza- 
tions were chartered. 


Differ from the Pools 


T present, 184 so-called “investment 
trusts,” with a total paid-in capital 

of $1,213,000,000, are operating in the 
United States and Canada. Twenty-two 
of these companies are working under 
trust agreements, the remainder being 
corporations organized with power to do 
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Far Exceed in 


a general business in trading in stocks, 
bonds, and other securities. Twenty 
five other companies, generally classed 
as holding companies, but in reality alsv 
investment companies, with a total paid- 
in capital in excess of $500,000,000, 
should also be added to the list. This 
indicates that the total amount of capi 
tal in the hands of investment companies 
in April, 1929, is approximately $1,750, 
000,000. 

Much has been surmised but little is 
known about their manner of operation, 
but there is a general agreement that 
they will have an important effect on 
the future course of security price fluc- 
tuations. 

Prior to the appearance of the trading 
companies, the largest aggregations of 
capital under centralized control which 
were used in the speculative markets 
were in the hands of the pools formed 
by groups of professional operators for 
the manipulation of definitely specified 
stocks. Pools, however, are temporary 
organizations, from which the resources 
are withdrawn as soon as the immediate 
objective for which they are formed has 
been achieved. The trading companies 
are permanent concerns, from which 
capital will only be withdrawn through 
losses or rendered unavailable because 
of long-time investments. In addition, 
the officers of the new companies are 
under the obligation of keeping this 
capital continuously employed so that 
the largest possible profits may be made 
for their stockholders. 

The trading companies also differ 
from the pools in the amount of capital 
at their disposal. Pools are frequently 
directed by men of considerable re- 
sources, but the acquisition by any pool 
of more than half a million shares at 
one time has been a rare occurrence. 
The professional speculator usually 
operates on a margin, sometimes large, 
sometimes small; but it is safe to say 
that very few of these operations have 
ever involved more than from $25,000,- 
000 to $50,000,000. 


Quick to See Bargains 


N one famous case on record, where 

a pool was formed in certain oil 
stocks some years ago, it is known that 
as much as $40,000,000 was available in 
cash to the pool manager. Pools of this 
magnitude have been rare, and usually 
a much smaller amount has been suffi- 
cient to bring about the desired manip- 
ulation in stock prices. 
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Some of the new investment com- 
panies are gigantic in size. The largest 
has a paid-in capital of $125,000,000; 
another $100,000,000, and a third about 
$60,000,000. From here they taper off 
to relatively small companies with a 
million in cash at the time of organiza- 
tion. It is hardly necessary to say that 
capital in these amounts available in 
cash and under the control of small 
and highly organized groups could be 
used to carry on speculative operations 
for the rise or fall far exceeding in 
magnitude anything known in the past, 
provided the disposition to do so pre- 
vailed among the investment company 
managements. 

The extent to which such operations 
will be carried on depends on the pur- 
pose for which the companies are or- 
ganized, and on the character of their 
management. The older and more con- 
servative trusts, whose chief holdings 
are bonds and preferred stocks pur- 
chased some years ago at favorable 
opportunities, will 
have little or no 
effect on security 
prices. No doubt 
these companies 
take advantage 
of high prices to 


dispose of their 
weaker holdings 
and to lend the 
proceeds in the 


call market from 
time to time, but 
not in such large 
amounts as the 
more recently or- 


ganized trading com- 
panies. The holding 
company type, organ- 
ized to hold the securities of certain 
specified industrial companies, is also 


probably not a great factor in causing 
wide price fluctuations, under ordinary 
circumstances, as these securities are 
purchased for the long pull, and in some 
cases where the control is vested in the 
holding or investment company, market 
fluctuations will have little or nothing to 
do with the acquisition or disposal of the 
company’s assets. Consequently, com- 
panies of this type act as stabilizers of 
security price movements. 

With the trading companies, however, 
a somewhat different situation is in- 
volved. The company with from $50,- 
000,000 to $100,000,000 of capital, 
operating in such a manner as to make 
as much money as possible for its stock- 
holders, and dealing in the common 
stocks of industrial and other corpo- 
rations, may be instrumental in causing 
wide fluctuations of prices. As the man- 
agers of these companies are usually 
men who have long been associated with 
brokerage houses, they are quick to see 
bargains and equally quick to dispose 
of them when the public is at the height 
of the buying fever and the market is 
ready for a reaction. 

This is undoubtedly what happened 
in November. As the upward trend 
of stock prices approached nearer and 
nearer to the danger point, the trading 


companies gradually unloaded their hold- 
ings, which were bought by private 
speculators all over the country. This 
unloading movement is made easy for 
professional traders by the curious but 
well established fact that the public 
does not usually get into the market 
on a large scale until prices are so high 
that they are already near the danger 
point, and the heavy buying toward the 
end of a speculative boom usually re- 
sults in the stocks being placed in weak 
hands. This is evidenced by the huge 
increases in brokers’ loans near the 
height of a boom. 

In the meantime, the investment com- 
panies, having sold at high prices, have 
put their cash in the call market. The 
great volume of transactions tends to 
increase the call rate. As the market 
slips downward toward the point where 
many stocks are to be had again at 
bargain prices, the investment com- 
panies withdraw their money from 
the call market, which tends to fur- 


ther heighten the call rate and further 
to depress stocks. There is plenty of 
evidence cf such operations on the part 
of trading companies both in the Decem- 
ber break and in the sudden slump of 
March 25 and 26, 1929. In both cases 
the recoveries were rapid. As prices 
declined to bargain levels, enormous 
amounts of trading company capital 
suddenly appeared, and prices swung 
back in a few days or hours to levels 
even above those existing before the de- 
clines. 


Short Selling Manifest 


HE tremendous volume of sales in 

the latter half of January was an- 
other example of trading companies 
unloading into the hands of the public 
and standing clear for the break in the 
market in the first two weeks of Feb- 
ruary. In the latest major decline at 
the end of March, strong evidences of 
short selling on the part of trading 
companies were manifest and the re- 
covery, most of which took place in less 
than an hour, was undoubtedly due to 
the throwing of large amounts of cash 
into the market by these same organ- 
izations. 

As most of the trading companies now 
operating have been organized since the 


middle of 1928, it is difficult to state 
positively that the same sort of reaction 
will occur at each break of the market. 
There seems to be enough evidence, how- 
ever, to justify the belief that so far 
as the short term effect of trading com- 
pany operations is concerned, that fu- 
ture declines and recoveries are apt to 
be much more violent than those ex- 
perienced in the past. 

The effects of investment company 
operations on security price fluctuations 
in the short swings of the market will 
not necessarily be the same over a period 
of years. The very fact that so many 
of these companies have been recently 
organized has prevented them from 
acquiring the securities which they de- 
sire to hold. As time goes on, the 
larger and more conservative companies 
probably will take over the securities of 
new and promising industries, which 
will offer less temptation to sell. Many 
companies may also be 
expected to invest heav- 
ily in foreign issues 
which will not be im- 
mediately affected by 
the fluctuations in the 
New York market. 
These _ factors 
may tend to di- 
A\ minish the supply 
of ready cash, the 
supply and sud- 
den withdrawal 
of which have 
so greatly aggra- 
vated the present 
speculative boom. 
Such conditions 
may readily act 
as a_ stabilizing 
influence over a 
It is, of course, the 


period of years. 
effect over a period of years of the op- 
erations of investment companies that is 
important to the economic structure. 
New factors in the field of finance usu- 
ally cause disturbances until time has 
fitted them into the scheme of things. 


American Underwriting 


Peaaen securities publicly offered in 

the United States during 1928 aggre- 
gated about $1,488,000,000—some $105,- 
000,000 below 1927, the highest year on 
record. The great bulk of this financing 
was done in the first six months, flota- 
tions for that period being nearly two 
and a half times as great as those of 
July-December. The marked rise in in- 
terest rates in the New York money 
market was the chief factor in the de- 
cline during the second half year. 

German issues floated in the United 
States in 1928 totaled $292,000,000— 
$57,000,000 more than in 1927—and ex- 
ceeded those of any other country. Can- 
ada was second to Germany. Latin 
American offerings continued heavy, 
with Argentina, Chile, Brazil and Co- 
lombia leading. 
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The Spring Meeting 


Regional Conferences on Bank Administration to Be Extended. 
Cooperation with State Bodies Planned in Advancing Growing 
Momentum of Movement with Special Attention to Importance 
of Management in Building Better Banks. The Record of Work. 


HE business of banking in all of 

its varied aspects came up for 

review before the Spring Meet- 

ing of the Executive Council of 
the American Bankers Association held 
in April at Edgewater Park, Mississippi. 
Reports submitted detailed the work of 
the Association in the improvement of 
the banking structure of the country 
and surveyed the new trends and devel- 
opments in the field of finance. 

Meetings of the Executive Council, 
which occur twice a year, in the spring 
and fall, are in the nature of an audit 
of the multitude of tasks undertaken by 
the Association through its committees 
and commissions for the benefit of bank- 
ing. Every state and territory in the 
Union is represented upon the council 
which consists of some 137 bankers, ex- 
clusive of additional members of com- 
mittees and commissions. 

The 1929 Spring Meeting heard a re- 
port of progress in the spread of better 
banking methods, in the strengthening 
of the system and in the services of the 
Association. Management as an ac- 
cepted factor in the science of banking 
came in for general recognition and the 
success of the recent Chicago confer- 
ence led to the suggestion that one of 
the general sessions of the annual con- 
vention at San Francisco in the fall be 
devoted to the question of commercial 
bank management. As a related subject 
attention was also given to plans for 
extending the system of regional con- 
ferences under the auspices of the 
American Bankers Association on par- 
ticular phases of banking administra- 
tion in cooperation with meetings of 
state bankers associations. 


By-laws Amended 


HERE were four sessions of the 

council presided over by President 
Craig B. Hazlewood. All committee re- 
ports were read to the council and in re- 
sponse to the invitation of Mr. Hazle- 
wood there was frequent general discus- 
sion and the interplay of questions and 
answers as important points were devel- 
oped. 

An important amendment to the by- 
laws of the Association was adopted by 
the council upon the recommendation of 
the Federal Legislation Committee. To 
enable the Association to give an imme- 
diate reflection of its viewpoint upon 
proposed legislation affecting banking 
Section 4 of By-Law XI was amended by 
adding the following: 

“(2) That in the case of bills introduced 


in Congress or Departmental Rulings affect- 
ing banks which require prompt decision as 


to the policy and procedure, the President 
of the Association, the two Vice-Presidents, 
the Executive Manager, the General Council 
and the Chairman of the Committee on Fed- 
eral Legislation shall constitute an interim 
committee and shall have power, in the in- 
terim_between meetings of the Administra- 
tive Committee, to make such decision in 
behalf of the Association, and any decision 
so made shall be reported to the Administra- 
tive Committee for approval or disapproval 
at its next meeting.” 


It was also decided that Article X of 
the Constitution should be amended by 
adding to Section 1 thereof the follow- 
ing: 

“Provided that nothing herein shall pre- 
vent an individual member or an officer, 
director, trustee, manager or partner of a 
member of any division from being eligible 
to appointment by any other division upon 
any committee of such other division other 
than the Executive Committee thereof.” 

Note: Under Article X, Section 1, while a 
member of any division may become an 
associate member of any other division, such 
associate member has no power to vote or 
hold office in such other division. The pur- 
pose of the proposed amendment is to make 
an exception to the above provision to the 
extent that it will permit the appointment of 
a member or officer of a member of a par- 
ticular division upon some particular com- 
mittee of any other division where, by rea- 
son of his special knowledge or aptitude, his 
services as a member of such committee 
would be desirable. 


Another resolution adopted by the 
council approved the suggestion of the 
Economic Policy Commission to the ef- 
fect that the Association considers the 
question of calendar revision of suffi- 
cient importance to recommend that the 
United States government send a repre- 
sentative to an international conference 
on the subject to be called by the League 
of Nations. It was understood, however, 
that this action did not commit the As- 
sociation to any particular type of re- 
form of the calendar, nor even to the 
theory that any reform is necessary. 
The resolution merely expresses the 
opinion that the United States should 
participate with the other nations in 
the consideration of this subject. 


Finances Sound 


RESIDENT Hazlewood appointed 

committees to draw up memoriai 
resolutions bearing on the services to 
the Association of two former presi- 
dents who died during the year—Myron 
T. Herrick, Ambassador to France, who 
was president of the Association in 
1901, and Charles A. Hinsch, of Cincin- 
nati, Ohio, president in 1917. 

The finances of the American Bank- 
ers Association were reported to the 
council to be “sound and wholesome” by 
F. N. Shepherd, Executive Manager. 
In his summary of the business affairs 
of the Association Mr. Shepherd stressed 
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the value of regional conferences and 
the growing momentum of this move- 
ment. 

“Those conferences,” he said, “bring 
the American Bankers Association to 
the membership and a very notable 
thing in those conferences is that the 
men who attend are not the men whom 
you find in the Council meetings, nor 
the men you see at the general conven- 
tions, but for the most part they are the 
practical working departmental men in 
the banks. These conferences are tech- 
nical and really a workshop of the As- 
sociation. We hold them in various parts 
of the United States in order to allow a 
greater variety of types of men to come 
in contact with and be helped by the 
work of the Association. 

“T think this work is a notable one, a 
worthwhile one, and I think it is one 
that the members of this Council may 
well give some thought to and if, in the 
future, such meetings are held in your 
respective states or territories, make it 
a part of your business to be helpful in 
their conduct. Even if it is not a con- 
ference in your own particular line, co- 
operate in holding them. Remember that 
such a meeting is an American Bankers 
Association meeting and helpful to a 
great group of Association members, 
whether that particular group happens 
to be your group or not.” 


Clearinghouse Commission 


| ene to the general sessions of the 
council there were meetings of the 
standing committees and commissions. 
A study of “The Invisible Banking Sys- 
tem” presented to the Economic Policy 
Commission by Col. Leonard P. Ayres, 
vice-president of the Cleveland Trust 
Company, Cleveland, was at the sugges- 
tion of Chairman Hecht of the Commis- 
sion delivered by Col. Ayres before the 
third session of the Executive Council. 
The address of Col. Ayres, which was 
one of the highlights of the meeting, is 
reported in full eleswhere in this issue 
of the JOURNAL. 

The Administrative Committee ap- 
proved a resolution from the Clearing- 
house Section recommending the neces- 
sary amendments to the Constitution 
and By-Laws converting the section into 
a commission. The resolution, which will 
be regularly presented to the Convention 
and Executive Council at the San Fran- 
cisco Meeting in October, is as follows: 

“There shall be a Commission on Clearing- 
house Functions and Banking Practices, con- 
sisting of fourteen members—nine to be 
appointed by the President of the American 


Bankers Association, and the remaining five 
members to consist of the vice-presidents of 


~ 
~ 


May, 1929 


the four divisions of the- Association—Na- 
tional, State, Savings and Trust—and the last 
living ex-chairman of this Commission. The 
members thus appointed shall serve for one 
year and/or until their successors are ap- 
pointed. Two-thirds of the appointive mem- 
bers shall be reappointed. - 

“The Commission shall annually submit 
to the President of the American Bankers 
Association the names of five candidates for 
appointment, of which number he shall ap- 
point three. Officers of banks members of 
the American Bankers Association, Clearing- 
house Managers, and Clearinghouse Ex- 
aminers shall be eligible for appointment. 
No appointive member may serve for more 
than three consecutive years. 

“The appointive members of the Commis- 
sion for the first year shall consist of the 
then nine members of the Executive Com- 
mittee of the Clearinghouse Section. 

“The Chairman and also the Vice-Chairman 
of the Commission shall be elected by the 
Commission from its appointive members. 

“The Chairman of the Commission shall 
have the power, subject to the approval of 
the Commission, to appoint such Committees 
as he may deem necessary to carry out the 
functions of the Commission, 

“The activities of the Commission on Clear- 
inghouse Functions and Banking Practices 
shall embrace all matters relating especially 
to work which may be of interest and ad- 
vantage to the members of this Association 
which properly come within the scope of 
clearinghouses, both city and regional, and 
all other matters concerned with details of 


practical banking operation and manage- 
ment. 

“This Commission shall cooperate with the 
four principal divisions of the American 
Bankers Association in special research work 


and assist these divisions in any special mat- 
ters which any division may charge to it.’’ 

There follows a summary of the four 
sessions of the Executive Council: 

Thomas B. Paton, General Counsel 
of the Association, reported that after 
several years of work and investigation 
his office had drafted a code aimed to 
simplify and make uniform the various 
conflicting rules of the different states 
on all phases of the subject of bank col- 
lection. This work was completed this 
year after consultation and conferences 
with banking experts in collection mat- 
ters, officials of the Federal Reserve 
banks and others. The code has met 
with universal approval, he said. 


Management’s Part 


RANK M. TOTTON, President of 

the American Institute of Banking 
Section, described the raising cf its edu- 
cational standards and its steady growth 
in members, students, chapters, corre- 
spondence courses and study groups. 

He reported as a major event of this 
last year the magnificent gift of A. P. 
Giannini. He had already given the 
American Institute of Banking an en- 
dowment of $15,000, the income from 
which has been used to furnish public 
speaking prizes. Mr. Giannini has now 
donated an additional $35,000, making a 
total public speaking endowment of $50,- 
000, to encourage public speaking among 
the rank and file of the Institute. 

W. F. Augustine, President of the 
Clearinghouse Section, told of the expan- 
sion of the clearinghouse movement, and 
described in detail the work of his sec- 
tion in seeking to raise the level of bank- 
ing efficiency through the campaign for 
the installation of the service charge, 
studies of bank budgets and operating 
costs, the preparation of a standard 
form for the reports of active officers to 
directors and the spread of the idea of 
management among banks. 

Commenting upon the development of 
the idea of further conferences on bank 
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management, both regional and in = co- 
operation with other meetings, in con- 
nection with the Clearinghouse Section 
report President Hazlewood said: 

“There is nothing more important for 
bankers to consider than the problem of 
bank management. Looking over actual 
analyses of failed banks discloses in al- 
most every case unmistakable evidence 
of bad management. While we must ad- 
mit that economic causes show up the 
weak sisters, the reason they go by the 
board is more largely the result of bad 
management than any other cause. Then 
there is the question of declining profits 
in the banking business and the circum- 
stance that there are literally hundreds 
of banks that are not making any money. 
We can not ‘pull anything out of the hat’ 
to change fundamental conditions where 
a bank has too much of its assets in real 
estate or something which produces no 
revenue, but it is demonstrable that we 
can improve the condition of many 
banks.” 


Farm Work Shown 


V. MORTON, President of the 
¢ Trust Company Division, dis- 
cussed the growth in trust business and 
described the results of a national sur- 
vey conducted by his Division which indi- 
cated a 49 per cent increase of trust 
company appointments as executor and 
trustee in 1928 over 1927. 

D. H. Otis, Director of the Agricul- 
tural Commission, outlined the activities 
of that body in relation to banker-far- 
mer problems and following his report 
a boy and a girl gave a demonstration 
of agricultural improvement work spon- 
sored by the boys and girls 4-H clubs in 
the agricultural districts. 

Edgar H. Sensenich, President of the 
National Bank Division, told of the ef- 
forts of his Division to protect the na- 
tional bank currency and reported that 
a questionnaire from national banks 
showed that they were overwhelmingly 
in favor of the retention of this form of 
currency. 

Austin McLanahan, Vice-President of 
the Savings Bank Division, presented 
the report of that Division which pointed 
out that time and savings deposits now 
include 56 per cent of all deposits in 
banks and trust companies in the United 
States, thus focusing on the savings busi- 
ness the attention of a number of bank- 
ers who in the past have been chiefly in- 
terested in commercial business. 

S. J. High, President of the State Bank 
Division told of the efforts being made 
toward greater uniformity and consis- 
tency among the banking statutes of all 
the states, the drive for more uniformly 
efficient public supervision and of the 
distinct tendency evidenced among the 
states to raise the minimum capital re- 
quired for banking institutions. 


Group Banking Studied 


RANK WARNER, President of the 
State Secretaries Section, described 
the changes in the committee organiza- 
tion that have been made by the Section 
to eliminate over-lapping with work of 
other parts of the Association and told 


of the expansion of the Section’s activi- 
ties through the setting up of fact-find- 
ing committees. 

Rudolph S. Hecht, Chairman of the 
Economic Policy Commission, advised 
the council that a preliminary study of 
the group banking movement has been 
made and a complete report will be sub- 
mitted to the annual convention of the 
Association in San Francisco this fall. 
Meanwhile, he said, the Commission has 
already collected some very interesting 
facts on the subject, adding, with spe- 
cial reference to chain banking, that: 
“This latest tendency in the development 
of our banking system is rapidly spread- 
ing all over the country. Until recently 
the formation of holding companies 
through which, other banks were ac- 
quired was usually kept more or less a 
secret, with the result that no reliable 
statistics have been available as to the 
number of banks that are controlled by 
other institutions. During the past sev- 
eral months, however, much of the se- 
crecy which attached to such transac- 
tions in the past has been done away 
with and several of our outstanding 
banks in various sections of the country 
have openly announced their operations 
under this new policy and have in a 
number of instances reached out beyond 
the borders of their own states into sev- 
eral of their neighboring states. Your 
Commission does not intend to become a 
partisan either for or against this move- 
ment, but believes that it does represent 
an important economic question which 
demands our serious study.” 

Fred I. Kent, Chairman of the Com- 
merce and Marine Commission, reported 
on the various investigations made by 
that agency under the heads of mer- 
chant marine, railroads, aviation, Con- 
gressional legislation that might affect 
American trade and commerce, laws re- 
lating to documents commonly used in 
carrying on business in the United 
States and with foreign countries, agri- 
cultural and industrial development and 
banking and the money market. The 
portion of the Commission’s report deal- 
ing with the money market is printed 
elsewhere in this issue of the JOURNAL. 


Educational Foundation 


OHN H. PUELICHER reported for 

the Fiftieth Anniversary Committee 
and for the Foundation Trustees, advis- 
ing the council that all of the $500,000 
fund for the educational foundation, es- 
tablished by the Association in commem- 
oration of its golden anniversary, has 
been collected with the exception of 
$38,000. 

The report of the Public Education 
Commission, of which Mr. Puelicher is 
also chairman, was presented at his re- 
quest by Harold Stonier, Educational 
Director of the American Institute of 
Banking, who told of the movement 
throughout business for developing in- 
stitutes to educate their own workers in 
their particular fields and also of proj- 
ects for creating better understanding in 
the public mind concerning various busi- - 
ness. He said that the American Bank-° 

(Continued on page 1174) 
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Farm Problems of Tomorrow 


By C. B. SHERMAN 


Blind Competition Injurious to Fruit and Produce Business. 
Further Expansion of Production Unwise Unless Some Unusual 
Method of Stimulating Demand Is Devised. Opportunities Lie 
in Cultivating Market in Areas Within Reach of Industry. 


XTENSIVE studies by governmen: 
experts seem to indicate that fur- 
ther expansion in the production 
of fruits and of many of the veg- 

etables is not the part of wisdom unless 
some unusual method of stimulating de- 
mand is found. Producers and those who 
are financing them have a funda- 
mental problem of adjusting the 
volume of production to demand. 
Blind competition between produc- 
ers in different areas and be- 
tween producers of competing 
products is largely responsi- 
ble for the very difficult situa- 
tion in which certain growers 
are finding themselves. 

So far as the consumers’ mar- 
ket for fruit and many vege- 
tables is a limited market, in 
any one season or over a long- 
er period, regulation of the 
trend of output and of the sea- 
sonal marketings is an obvious 
necessity. But even a regula- 
tion of the trend in local pro- 
duction and its effective distri- 
bution is dealing only with a 
part of the problem. Efforts 
will be effective or ineffective 
depending on what competitors 
in other areas do. Thus, no re- 
striction of reasonable propor- 
tions that California may place 
on its production of oranges 
can stem the prospective com- 
petition from Florida, or the 
upward trend in the produc- 
tion of competing fruits. 

There is the apple situation, 
for instance. In 1910 there were over 
217,000,000 apple trees in the country, 
young and old, and in the next ten years 
another 36,000,000 trees were planted. 
Had all of them been allowed to grow 
there might have been over 250,000,000 
trees in bearing by 1925. The apple in- 
dustry proved so unprofitable, however, 
that only 104,000,000 bearing trees were 
left in 1925, showing that over one-half 
of the trees which would have been bear- 
ing had been cut down or neglected. Be- 
tween 1905 and 1920 over 100,000.000 
young apple trees were planted in addi- 
tion to the 150,000,000 already bearing, 
yet subsequent events proved that few 
if any of these additional 100,000.000 
trees were needed to supply the demand 
for apples. This over-expansion of the 
industry carried with it enormous waste 
and great loss to thousands who invested 
their savings in new orchards at the time 
when prices were high. 


The fruit grower’s problem in any im- 
portant area transcends local bounds. 
In its fundamental and real aspects it is 
a national and international problem, 


vitally related to the expansion of our 
agricultural area and its utilization. 

In the face of the facts, it is fair to 
artificial 
| stimulation of pro- 
duction by easy 


, 


ask if 


credit policies, 
real estate pro- 


Half the Apple Trees 
Were Neglected 


motion, or government subsidy is called 
for or justified. The harmful effects of 
ill-advised land promotion on both new 
and established farmers, banks and busi- 
ness generally must be apparent to all. 
The inflation of land values and resulting 
embarrassment to growers and bankers 
in varicus parts of the country are too 
familiar to require comment. 


Farmers Were Warned 


OR seven years the government has 

been issuing a series of interpretative 
reports as guides to producers, distribu- 
tors and consumers. and to those who 
finance agricultural industries. To aid in 
guiding production programs agricul- 
tural outlook reports are issued in Jan- 
uary of each year for all crops. After 
these reports have been widely distrib- 
uted, “intentions to plant” reports are 
issued, based on reports from some 50,- 
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000 farmers in all parts of the country, 
and if these intentions are markedly out 
of line with what the outlook reports in- 
dicate to be favorable, a warning is 
issued. 

Then come the monthly price situation 
reports and the monthly periodical called 
The Agricultural Situation. These re- 
ports analyze the significant tendencies 
in the production of the several commodi- 
ties and, on the basis of all available 
data, an attempt is made to indicate the 
probable trend of production and prices 
during the forthcoming year, or possibly 
even for a longer period. These reports 

are based on the results of careful 

statistical and economic analyses that 
have been under way for the past 
several years, and they have indicated 
with remarkable accuracy the prob- 
able trends in the industry. 

Let us take the potato crop 
of this year as an example of 
this work. Farmers were 
warned in January, 1928, that 
the indications pointed to a 
substantial increase in acreage 
and those who were planning 
to expand their acreage be- 
cause of profits secured during 
the preceding three years were 
reminded of the unfavorable 
returns during the three years, 
1922 to 1924. But the inten- 
tions to plant report in March 
showed an intention to plant an 
acreage nearly 12 per cent 
larger than that harvested the 
previous year. The warning 
was repeated. As a matter of 
fact, acreage was increased 9 per cent 
over the 1927 total, the yields were un- 
usually heavy, and there was a total crop 
of 464,000,000 bushels—the largest po- 
tato crop ever grown. The average price 
of $1.04 per hundred pounds in Chicago, 
the leading potato market, during Sep- 
tember, 1928, was the lowest Septem- 
ber average in that market for fifteen 
years. 

Fortunately, the growers of many other 
commodities seem to be guided more 
readily by these reports than were the 
potato growers. 


Loans by Distributors 


Ww? finances these gigantic crops, 
and how? This is a question that 
inevitably arises. The government is co- 
operating with the Food Marketing Re- 
search Council of New York City in a 
(Continued on page 1141) 
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Investment Trust Regulation 


By CARL WILSON 


Uniform State Supervision of Investment Trusts Is Proposed. 
Securities Commissioners Set Standards for Nation-wide Use. 
First Steps Being Taken Toward Regulation and Examination 
of Rapidly Expanding Forces in Field of American Finance. 


EGULATION' investment 

trusts is in the making. Amer- 

ica’s fastest growing form of 

financial organization is to be 
called upon to face the test of a standard 
set of rules of conduct designed for 
nation-wide application by state au- 
thorities charged with the supervision 
of agencies engaged in the business of 
selling securities to the public. 

Notwithstanding the broad appeal of 
the stock market, the investment trusts, 
or more properly the investment com- 
panies as they are coming 
to be called, have demon- 
strated that they have a 
wide market for their se- 
curities. The investment 
trust, which a few years 
ago was looked upon as 
something new in the eco- 
nomic structure of the 
country, established 
itself. 

The most recent sta- 
tistics put the number of 
concerns that 
may be properly 
considered as in- 
vesting companies 
at close to 200 
with a total paid- 
in capital of $1,- 

500,000,000. These 

are the figures 

for both the 

United States 

and Canada and include some 
corporations that might be 
classed as finance or holding 
companies. The strictly invest- 
ment trust companies are re- 
ported to number 172 with paid- 
in capital of $1,034,000,000. 

Prior to 1924 there were only a dozen 
investment trusts in this country and 
for several years new companies were 
slow in forming. By far the greater 
part of the investment trust companies 
now doing business in the United States 
were launched during the past two years. 


Uniformity Imperative 


OWEVER, the coming of the in- 

vestment trust as a major figure 
in American finance was foreseen two 
years ago. Their possibilities were well 
known from the history of the original 
organizations for this form of investing 
in England and Scotland. American 
prosperity and the supply of funds seek- 


ing earnings made their expansion in 
the United States a foregone conclusion. 
Therefore the National Association 
of Securities Commissioners in 1927 
undertook a study of the development 
of the investment trust. The members 
of the association are the officials 
administering the Blue Sky laws 
in 37 states. They were confronted 


The Flow of In- 
vestment Trust 
Funds Takes on the 
Unruly Character of the Mississippi 


with a new type of security selling 
agency of vast possibilities which they 
are now called upon to examine. The re- 
sult of the inquiry is best epitomized by 
Jesse V. Craig, of Nebraska, president of 
the association, who says: 

“The day of the individual trust con- 
trolling a billion dollars of resources 
is near at hand. It is imperative that uni- 
form regulations exist throughout the 
country for the proper administration 
of these organizations and the giving 
of full information to the investor as 
to just what he is buying when he 
purchases their securities.” 

The practical problem that confronts 
the securities commissioners of the va- 
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rious states is how to determine intel- 
ligently and fairly the merits of the 
various types of so-called investment 
trust securities that come before them 
so that the public interest may be safe- 
guarded without unduly hampering the 
sound and well 
managed com- 
panies. It is be- 
lieved that most 
of the states are 
equipped with 
legislation which 
properly places 
the investment 
trust under super- 
visory authority. 
In some states it 
may be necessary 
for legislation to 
be adopted before 
the plan of deal- 
ing with invest- 
ment trusts de- 
vised by the se- 
curities commis- 
sioners can be 
wholly nation- 
wide. 

Under the plan 
prepared by the 
securities ¢ 0 m- 
missioners t he 
investment trust 
companies are put on 
something like a bank- 
ing basis in their rela- 
tion to state authorities. 
The application for per- 
mission to sell securities in a given 
jurisdiction corresponds to the 
application for charter and the 
provision for examination is comparable 
to the same function as applied to banks. 
Two sets of application forms have 
been drafted. One for the use of the 
managerial type of investment trust and 
the other for use in case of the con- 
tractual or indenture type of company. 
The association considers investment 
trusts as comprising two distinct classes, 
the managerial type and the contractual 
or indenture type, the latter sometimes 

called the fixed or quasi type. 


Certain Essentials Sought 


— first main group more nearly 


corresponds to the British trust. 
They sell their stocks or bonds to the 
public and invest the funds obtained 


(Continued on page 1142) 
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the New Difficulties in Banking 


a) this day I thank difficul- 

. They were more nu- 

merous than the nice happy 

incidents. But the latter 

gave me The difficulties of 

life have hardened my spirit. They 
have taught me how to live. 

“To me it would have been dread- 
ful and fatal if on my journey for- 
ward I had by chance fallen perma- 
nently into the chains of comfortable 
bureaucratic employment.” 

Many another man has 
said something like the 
foregoing in all sincerity, 
thinking perhaps of the 
days plowing 
in the open 
fields when he 
would much 
rather have 
played beside 
atroutstream ; 
or when he 
had to work 
at school while his 
fellows were at lei- 
sure on the campus, 
for the man thus giving thanks has 
seen that the better part of his edu- 
cation has come from the difficulties 
not set down in the text books. 

Yet few men look with gratitude 
upon so many difficulties as were en- 
countered by the man quoted above 
—Benito Mussolini, the Dictator of 
Italy. 

Expelled from one country after 
another, trench life, war-front 
wounds, forty-four pieces of shrap- 
nel in his body, twenty-five opera- 
tions without anaesthetics, the sus- 
picions, the hatred of thousands, the 
intrigues of powerful groups, re- 
peated attempts to assassinate him, 


yet after all he triumphantly writes— 

“To this day I thank difficulties!” 

Who is there who reads the. sen- 
tence quoted above that is not beset 
with big or little difficulties, either 
in the bank or out of it? 

Facing them with patience and 
quiet courage he may perhaps one 
day look back upon them—be what 

they may—as 

something to 

which a certain 
kind of hom- 
age may be 
given. 

“Life,” said 
one philoso- 
pher, “does 
not consist in 
holding a 
good hand but 
in playing a 
poor hand 
well.” 

If there are difficulties, 
there are ways to meet 
those difficulties. 


MAXY men in the banking busi- 

ness looking about them see 
themselves faced with difficulties of 
a kind which they never before en- 
countered, and they are perplexed 
to find the way out. 

Perhaps a help to their solution 
would be the determination not to be 
satisfied with just a way out but in- 
stead to face them with the resolution 
to turn the present disadvantages into 
advantages—to somehow and some- 
way make them stepping stones in- 
stead of stumbling blocks. 


| 
| 
| 
| 
| 
| 
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The Banking West 


By JNO. U. CALKINS 


Governor, Federal Reserve Bank of San Francisco 


Growth in Bank Resources, Population and Assessed Value of 
Property Breaks All Records in Twelfth Federal Reserve Dis- 


trict. 


Progress Due to Basic Banking and Business Caused. 


Developments in California Forecast Merger Movement in East. 


UST why an article on banking and 
economic interests in the Far West 
should couple bank resources and 
assessed values of property with 
population may not at once be clear. 
Indeed, this method of presentation can 
be justified only on the basis of con- 
venience and simplicity of thought. 
Even a tyro understands that expand- 
ing industrial production and dis- 
tribution—increased manufactur- 
ing, freight car loading, auto- 
mobile sales, airplane business, 
the exploitation of specialities and 
new inventions—all these con- 
tributing elements are reflected 
annually in assessed property 
values. One familiar with the 
elements of economics and with 
the rudiments of bank credit must 
grasp at once an idea of the part 
the bankers have played in this 
picture, for it was their assurance 
of ample funds that fostered the 
formation of business plans. It 
enabled enterprises to proceed 
with plans for future operations 
which in their turn expanded bank 
resources. 


from 1922. And the district has pro- 
gressed thus wonderfully, largely be- 
cause its interests have had skiilful guid- 
ance and financial aid from scores of 
its outstarding bankers, whose vision, 
courage, and _ constructive purposes 
found scope within its boundaries. 
Property assessments by years since 
1915 evidence the tremendous building 
and devel- 
opment ac- 
tivities 
keeping 
pace with 
Arca’ 69,127 Sq. Mi. increasing 
Population 1,507,000 


Bank Resources ~ 
$76,000,000 


ON 
Area 96,699 Sq. Mi. 
Population 902,000 
Bank Resources - 
342,000,000 


Area 84,000 Sq. Mi. 

Population 546,000 

Bank Resources - 
$109,000,000 


Arca 110,690 Sqe Mi. 


Area 04,990 Sq. ki 


the District’s banking interests in 1915, 
when the Federal Reserve Bank was 
undertaking to do its initial part toward 
the unification of banking, thus adding 
vastly to the banking power of the.Paci- 
fic Coast and fostering its economic 
stability by efficiency of bank credits 
in financing business. 


Custom Demanded Gold 


ET us return, then, to November 16, 
1914, when, by the authority vested 
in him through the Federal Reserve Act, 
the Secretary of the Treasury declared 
the Federal Reserve System established. 
In many member banks it was the begin- 
ning of the maintenance of adequate 
credit files, but changed viewpoints 
have come with the shifting scenes of 
business and signed financial statements 
are now the rule rather than the excep- 
tion when business goes a-borrowing. 
Then came the establishment of the 
Reserve System’s Gold Settlement Fund 
on May 1, 1915, for the safety and 
economy of telegraphic transfers 
for member banks. There followed 
the general collection of checks at 


par at the close of 1916. Toward 
the end of 1917, deposits of non- 
member clearing banks appeared 


Population 77,000 
Bank Resources - 
,000 ,000 


Population 531,000 
Bank Resources - 
$203,080 ,000 


Having gathered all the statis- 
tics of development in the Twelfth 


District at my own command and 
desiring to get some check on them 
a visit was paid to an aged in- 
surance actuary in his San Fran- 
cisco office—the first visit for 
twenty years on such an errand. 
There was the same jumble of 
reports and bulletins. There sat 
the old-timer, hunched in his chair 
as he used to sit. 

“Tabulation from the United 
States Census Reports,” he said, 
indicate a total population in Dis- 
trict Twelve half again as large 
as it was in 1915. Tax records 
show that assessed value of prop- 
erty has nearly doubled. And 
total bank resources have almost 
trebled, according to the printed reports 
issued by supervising authorities.” 


Adding to Banking Power 


figures he mentioned appear with 
this article. These statistics as well 
as the observation of the old-timer, tell 
the story of this district’s rate of de- 
velopment. The percentages are from 
1915 to 1928, and also for the same 
period calculated forward and backward 


The 
District. Area, 717,822 sq. miles; 
population, 
strength, $5,439,000,000; 
886 ; 


Twelfth Federal Reserve 


8,673,000; banking 


population and the consequent demand 
for homes, commercial structures, in- 
dustrial plants, agricultural and _live- 
stock undertakings. Each year of pro- 
gress has been marked by a succession 
of great enterprises in which the bank- 
ers of the West assumed a large and 
responsible part. 

It will be found interesting to com- 
pare the great banking interests of the 
Federal Reserve District in 1929 with 
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number of state banks, 
number of national _— 499; total banks, 
1385. 


on the Reserve Bank books. 
Seventeen state banks were ad- 
mitted to membership in District 
Twelve. Branches, with adequate 
supplies of gold, Federal Reserve 
notes, and credit, immediately at 
hand, were opened by the Federal 
Reserve Bank at Spokane, Seattle 
and Portland. Later the branch 
at Salt Lake City was established; 
then, the Los Angeles branch. 
Up to 1917, the general custom 
and prejudice demanded the use of 
gold in California instead of cur- 
rency. Then the President’s ap- 
peal on Oct. 13, 1917, for state 
banks to join the System as a 
patriotic duty was followed by a 
wave of substitution of Federal Reserve 
notes for gold (accounting for the large 
additions to Federal Reserve notes out- 
standing). The World War . . the 
Armistice . . the period of readjust- 
ment. In 1917 the formation of the 
Federal Land Banks; six years later the 
establishment of the Intermediate Credit 
Banks and the National Agricultural 
Credit Associations. The new era of pros- 
perity beginning in the autumn of 1922. 


. 
Area 158,360 Mi. 
area 113,956 Sq. Mi. 
Bank Resources ~ ee 
ces - 
#4,089 ,000 ,000 
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The years 1915 to 1929 saw the num- 
ber of banks (member and non-member) 
in the Twelfth District drop from 1725 
to 1385 while the banking power rose 
from $1,960,000,000 of total resources 
to $5,439,000,000. An institution which 
in 1915 operated in only four cities with 
a mere $19,000,000 in resources is today 
the largest in the Twelfth District, 
operating 283 branches and totals its 
resources to $848,000,000. Another, and 
at present the second largest in the 
district carries 153 branches and has so 
multiplied its resources since 1915 as to 
make them now exceed $600,000,000. 


Giant Banks Loomed Up 


Wis the rise of these giant banks, 
all Pacific Coast bankers gave seri- 
ous thought to the trend of banking. 
There was, for instance, the public 
fancy for the stocks of investment 
trusts. So keen was the demand for the 
outstanding stocks of investment trusts 
that it became possible for their prices 
to increase so rapidly as even to exceed 
the market value of the securities in the 
portfolios of these trusts. Who can tell 
how much the call money market was 
affected by funds used in call money 
operations by industrial corporations 
with surplus funds to lend, or credit for 
borrowing at lower rate than call, with 
the resulting incentive for profit? Giant 
banks in the making loomed bigger and 
bigger, largely due to the fact that 
branch banking had obtained great 
growth in California; competition be- 
tween rapidly growing branch banking 
institutions and competition between 
these units and the independents had 
created a situation which was more fa- 
vorable for mergers than in many states 
where independents have preferred to 
have their way as such, or to find more 
scope through “bancorporations,” finan- 
cial and bank-stock holding companies, 
and chain-bank investment by individ- 
uals or groups. 

Five years ago when the new ter- 
minology was “contiguous territory”’— 
“de novo branches”—then the McFadden 
Bill, the present epidemic of huge bank 
mergers could have been forecast by 
those familiar with the condition of 
banks in the Twelfth District. 

The new prevalence of bank mergers 
represents the decision on the part of 
able and fearless financiers to keep pace 
with the business of the Pacific Coast. 
The mergers complemented great indus- 
trial consolidations. Giant corporations 
needed giant banks. And so, mergers 
and stock-purchases over the years cre- 
ated large state-wide branch systems in 
California and Arizona, and large 
“chains” in Washington, Oregon, Utah, 
Idaho, and Nevada, to meet the demands 
of growing business. There arose a new 
terminology that referred to branch or 
chain organizations as “horizontal 
trusts” and the industrialists’ attempts 
to merge all the units for converting 
raw material into finished product were 
referred to as “vertical trusts.” Banks 
became department stores of finance in 
their parallel attempts to merge all the 
units of big business requirements with 


the requirements of the smallest savings 
depositor. Even in small communities 
affiliated security companies as invest- 
ment arms of the banks were the fashion 
and these departments became potent as 
sales offices for stock of banks or their 
affiliates or both. 


A Stream of Changes 


ERE, as in the East and Middle 

West, the public was thrilled by the 
almost daily accounts in the newspapers 
of mergers and consolidations of banks 
into institutions whose total resources 
were thus skyrocketed to record heights 
and whose listed stocks were purchased 
by an enormous number of stockholders, 
large and small. Their interest in ru- 
mored changes in financial set-ups has 
been maintained or stimulated for years 
by ever new alignments and affiliations 
in the Pacific Coast banking field. Com- 
ments of financial editors were sought 
and read; the banks’ published financial 
statements were read. They learned 
the parlance of the stock market. 

Now nearly all the large cities in the 
Twelfth District have their “chain-bank” 
operators, their bank stock holding com- 
panies, their ‘“bancorporations,” and 
their investment trusts or securities de- 
partments, operating in bank stocks. A 
record-breaking stream of changes in 
bank ownership and bigger banking 
units results, revolutionizing the meth- 
ods of investing surplus and other loan- 
able funds, and decreasing the number 
of banks while the volume of available 
business continues to increase. And for 
every variety of business not permitted 
by law, the bank has provided an affili- 
ate to take out slow and undesirable 
paper, or doubtful assets and losses, if 
any; to take care of insurance and real 
estate business, long-time agricultural 
credits, building and loan transactions, 
stock market operations; and companies 
to hold the stocks of the bank and its 


affiliates except for the directors’ qualify- 
ing shares. 

The accompanying graph furnishes an 
impressive piece of evidence of indus- 
trial development and expanding bank- 
ing power, both keeping well in the lead 
of increasing population. In this fact 
we have evidence of financial strength 
and progress that is encouraging to our 
bankers, business men, farmers, prop- 
erty owners, and to all who have a stake 
in the Twelfth District. It shows that 
the banking power of this district has 
been expanding more rapidly than popu- 
lation, and that property values have 
steadily held to their proper relationship 
to the population and its use of bank 
credit for its commerce and industry. 


Found Further Scope 


poe progress has a number of basic 
causes and a still greater number of 
subsidiary or contributing causes. which 
are directly associated with banking 
power— indicating the available supply 
of credit from year to year; the resul- 
tant cheapness of money; the steady ex- 
pansion of the volume of commerce and 
development projects; their accompany- 
ing sound and essential financing; the 
distribution of security issues by sub- 
scription, syndication, or otherwise. This 
banking power has participated substan- 
tially in attempts of the specialists to 
establish a countrywide bill market. It 
has found further scope in the exchanges 
than ever before, for the exchanges 
have reflected strong public interest in 
the stock market and stock offerings. 
Absorption of increasing amounts of 
capital issues of stock in preference to 
bond issues continues to be a tribute to 
the confidence and faith of enterprisers 
who believe in the stability and future 
prospects of this district. 

In conclusion, the following figures 
will furnish food for thought. In 1921 

(Continued on page 1144) 
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New Investment Fields in South 


America 


By G. BUTLER SHERWELL 


Southern Republics Require Substantial New Capital Inflow. 
Potential Resources and Trend Toward Industrial Expansion 
Offer Opportunities for Surplus American Investment Funds. 
Rate of Return Considered High and Adequate Safety Is Seen. 


N the Spanish and Portuguese speak- 
ing republics of America there is an 
aggregate population of somewhere 
between 96,000,000 and 100,000,000 

people. Their total trade with each other 
and the rest of the world is now more 
than five and a half billions of dollars. 
The outside world has invested in that 
area, over the last century, an aggregate 
probably equivalent in purchasing power 
to more than twenty billions of our dol- 
lars in 1928, and new investments are 
being made at a rate of approximately 
a billion dollars a year. The adoption of 
tariff protection and the natural conse- 
quence of the investment of. large scale 
sums in the industrial opportunities of 
the larger countries has greatly stimu- 
lated the ordinary commercial life of each 
one of them. 

The import and export trade of Latin- 
America is bound to increase steadily as 
far into the future as it is possible to 
make reasonable calculations. In propor- 
tion as the economic conditions of the 
rest of the world achieve relative stabil- 
ity, the demand for the raw products of 
the South American continent, Mexico, 
Central America and the West Indies will 
tend to become more regular and this in 
turn will bring about large scale Euro- 
pean immigraticn with the assurance of 
still further expansion. This article con- 
cerns itself chiefly with South America, 
it being the section of the world offering 
perhaps the most attractive opportunities 
for the investment of American capital. 

This preliminary period continued until 
about 1880, when an era of transition was 
inaugurated. During this second period, 
which lasted until the outbreak of the 
European war, loans were made by Euro- 
pean countries for purposes of financial 
rehabilitation, and foreign capital, prin- 
cipally English, started to be invested in 
the development of natural resources. 

How have the United States been bene- 
fited in the past by Latin American in- 
vestments in general? Since 1913, when 
American capital began to pour into 
Latin America in large amounts, our 
trade with our southern neighbors has 
increased something like 134 per cent 
as compared with an increase of 42 per 
cent in the trade of Great Britain with 
those countries during the same period. 
It is significant that our balance of trade 
with Latin America is “unfavorable,” al- 
though this does not hold true in the case 


Beginnings of 
Industry 


HE author of this 

article was a member 
of the personal party of 
Herbert Hoover when, as 
President-elect, he made his 
good will tour of Latin 
American countries last 
winter. There is presented 
here an investment analy- 
sis of the Republics to the 
South which discloses an 
entirely new trend in their 
development, namely, the 
beginnings of industrial 
diversification among 
hitherto almost wholly 
agricultural nations. 
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of the balance of payments. In the year 
1927, American imports from Latin 
America were valued at $958,000,000 and 
the United States sold goods in that sec- 
tion of the continent valued at $803,- 
000,000. In other words, in 1927 we 
bought $155,000,000 worth of goods more 
than Latin America purchased from us. 


Contrast in Securities 


IMITING these considerations to 
South America, substantial economic 
interdependence is perhaps the best guar- 
antee an investor in South American se- 
curities may have as to the safety of his 
invested funds. Trade figures reveal a 
sharp contrast between what might be 
termed the quality of South American se- 
curities in general and those of a great 
number of European governments and 
corporations whose securities have also 
been offered in American markets in con- 
siderable amounts during recent years. 
Some of these countries have no eco- 
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nomic intercourse with the United States 
except possibly a negligible amount of 
trade. The service and repayment of 
their debts to us will have to be made, 
therefore, either by shipments of bullion, 
a condition with which practically no 
country in Europe is at present in a posi- 
tion to comply, or by means of the tri- 
angular trade movement, making a coun- 
try closely connected with the United 
States in trade or financial matters, and 
also connected with the borrowing entity, 
pay in services or goods for the amount 
due by the borrower. 

No such condition exists in South 
America considered as a whole. We buy 
there more than we sell, which means 
that we may not expect South America 
to experience any difficulty in keeping the 
service of its debts to us. This condi- 
tion is likely to continue for many years 
to come on account of the increasing in- 
dustrialization of the United States and 
the consequent increase in its demands 
upon raw material-producing countries 
for articles needed for its manufactures. 


Searching the Future 


NASMUCH as investing capitalists are 

most familiar with the products of 
their own country, are naturally preju- 
diced in favor of their own nationals, and 
are often themselves directly or indi- 
rectly interested in the production of the 
capital goods needed abroad; they will 
usually buy capital equipment in their 
own home markets rather than abroad, if 
they can do so at anything like as fa- 
vorable prices—a fact which is largely 
responsible for the slogan “trade follows 
the investments.” This theory seems to 
be confirmed in the case of our trade 
with our southern neighbors. In 1914, 
when our loans to Latin American gov- 
ernments and institutions were relative- 
ly small, our total trade with that section 
of the world amounted to about $824,- 
000,000. By 1927 it had increased to 
about $2,050,000,000. 

There are strong indications pointing 
to the practical end of the “bond period” 
in Latin America as far as the American 
market is concerned. In searching the 
future, besides the fact that in certain 
important countries the need for such 
borrowings may not be so great as it has 
been, that interest rates are now higher 
in this market and that at least for the 
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time being certain entities appear to be 
close to their borrowing limits, there is 
the paramount consideration of the evolu- 
tion and trend vf American investing 
habits. 


Public Is Stock-Minded 


HIS brings us to the present market 

situation with bonds at the lowest 
average in three years and those owning 
them wondering what to do. In recent 
years American investors seem to have 
preferred the steady appreciation and 
higher dividends from their stocks to the 
steady and relatively safe income from 
their bonds. It may safely be said that 
the public has gone stock-minded and 
that bonds have become less popular. 
Whether this is a permanent condition or 
a temporary situation brought about by 
stock speculation and competition be- 
tween the investments and money mar- 
kets is a matter for the individual 
investor to decide. Maintenance and de- 
velopment of the present business struc- 
ture of America have rendered it essen- 
tial to provide institutions destined to en- 
courage investments through returns 
which in previous years could only be 
obtained by large investors or by heav- 
ily capitalized concerns. Competition in 
the domestic field may not afford a sub- 
stantial return for these investments be- 
fore long. The foreign field must be 
searched for safe and profitable employ- 
ment of capital. 

In considering foreign fields for in- 
vestment, comparison is naturally sought 
among the different fields. None is found 
that may be favorably compared with 
that of South America. There is no 
question that American capital must con- 
tinue to be invested in South America in 
large amounts. If we desire to keep our 
foreign exports at the high level, we 
must continue to provide funds for de- 
velopment which in itself originates a de- 
mand for our machinery and other man- 
ufactured products. . If South American 
countries are expected to meet the ser- 
vices on debts contracted abroad, a cer- 
tain amount of capital must be supplied 
them to enable them to balance their bal- 
ance of payments and place them in a 
position to effect payments abroad with- 
out disrupting their currencies and ex- 
changes. 


Turning to the Open Door 


OR a number of years these countries 

will have to be supplied with enough 
funds from abroad to offset a portion of 
the disbursements these nations must 
necessarily make in foreign countries, as 
their balances of payments are unfavor- 
able without exception and will neces- 
sarily continue to be unfavorable for 
some time to come. The practical stop- 
page of South American financing since 
the beginning of the present year (dur- 
ing the first four months of 1929 only 
two pieces of South American financing 
have been done in the United States, 
amounting to $11,000,000) has already 
shown results in the direction suggested 
above. Higher interest rates are re- 
ported from practically everyone of the 
countries in South America and gold 
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exports from Argentina have been re- 
sumed. 

If, on the one hand, the American in- 
vestment trend is not favorable to the 
flotation of bonds and, on the other hand, 
most of the South American govern- 
ments, states and municipalities that 
may be considered as good credit risks 
are not considering new financing or 
have reached the limit of their capacity 
to borrow, the task suggests itself of de- 
vising new forms of safe and profitable 
employment of our surplus capital avail- 
able for South America. Reviewing the 
experience of England in financing the 
growth of the United States, it is found 
that Englishmen first invested in our na- 
tional government bonds, then in loans to 
our various states, later in loans to 
American railways and eventually they 
began investing in equities and in indus- 
try in all its branches. 

Our experience in financing South 
America has followed parallel lines. We 
now appear to be at the end of the period 
when loans could safely and profitably be 
made to government entities. It is only 
natural that we should now turn to the 
next door open, to wit: investments in 
equities. Thus, the apparent turn of 
American investor’s mind from bonds to 
stocks, the practical end of our interest 
in loans to governments or in the form 
of fixed rate bearing transactions, and 
the growth of investment trusts with 
apparatus equipped to study and fol- 
low the possibilities in foreign markets, 
these three events appear to have deter- 
mined the beginning of a new period in 
South American financial life. 


Large Returns on Capital 


OUTH AMERICA offers to the United 

States a field for future investment 
much greater and more alluring than 
Europe. Outside of Russia and the Bal- 
kan countries, Europe is rapidly getting 
to a point where Europeans can largely 
supply their own capital needs. Invest- 
ments made there will have to be made 
upon a basis very little different in re- 
turn from that obtainable in the United 
States. Today interest rates in the ma- 
jority of European countries are actually 
lower than they are in the United States. 
On the other hand, South America is 
now, as the United States was during its 
era of great agricultural and industrial 
expansion, essentially a section of high 
interest rates and large returns upon 
invested capital. 

South America is also a field where en- 
terprises in which capital may be in- 
vested are still relatively small units. 
Our own financial institutions, our utili- 
ties, our industries were comparatively 
small only twenty-five years ago. Few 
utility units in South America can com- 
pare in financial size with even second 
rate utility systems in this country. 
Railway systems are largely government 
owned or owned by English capital. In- 
dustries and commercial enterprises are 
small, local, individual affairs. 

The corporate form of organization 
has scarcely taken hold in most of these 
countries and such corporations as there 
are, are still largely family affairs or 
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closed corporations owned by a few indi- 
viduals. There have been no extensive 
mergers and consolidations, there are no 
great chain store systems nor super- 
power developments. Some of these en- 
terprises, however, are coming about 
rather rapidly. 

The American and Foreign Power Cor- 
poration, a subsidiary of the Electric 
Bond and Share Corporation, has, in the 
last year or two, spent over $100,000,000 
in the acquisition of South American util- 
ities with a view to merger and consoli- 
dation and development of centralized 
distributing plants. The International 
Telephone and Telegraph Company has 
been doing similar things in its field. 
The handsome returns obtained by some 
of these enterprises are generally known. 
The United Fruit Company has developed 
immense plantations of bananas in Co- 
lombia and Central America and has 
grown to be one of the giants among 
American corporations. 


Growth 


HIS method of investing by large 

American utility and industrial cor- 
porations in the same or allied lines in 
South America, while eminently profita- 
ble investments and helpful in their way, 
does not entirely fill the need for capital 
in these countries. Practically in every 
country and in every city of South Amer- 
ica there are a number of industries al- 
ready stale in the embryonic stage and 
crying for new life in the form of fresh 
capital. In such conditions are found 
a number of factories manufacturing: 
shoes, hats, cloth, sugar, bricks, biscuits 
and crackers, and a long list of other arti- 
cles. The unprecedented growth of some 
of the South American cities has made 
great demands upon housing, and hand- 
some profits have been made by building 
and development enterprises. 

In the fields of banking and insur- 
ance, while investments in good Ameri- 
can bank stocks earn at present between 
2 and 4 per cent, shares in South Ameri- 
can banks with long established earning 
records can be purchased on a basis of 
12 to 15 per cent earnings on present 
prices. The best insurance stocks here 
yield as little as bank stocks. In South 
America there are opportunities to pur- 
chase stocks in insurance companies to 
yield 15 to 20 per cent. The same ratios 
hold for utility investments and the dis- 
parity is still greater in commercial and 
industrial enterprises. An annual re- 
turn of 40 to 50 per cent on capital in- 
vested in industries and commerce is not 
unusual in South America. 

A South American country, Colombia, 
enjoys the distinction of being the first 
country in the world to show that com- 
mercial aviation under private owner- 
ship and management, without govern- 
ment subsidy, may be made quite prof- 
itable. The fact is significant that when 
gauging the economic status of a Euro- 
pean country, reference is usually made 
to its recovery from the war, its getting 
back to a pre-war level of production, 
financial or currency stability. South 
American countries are never measured 
by that yardstick. There is not a single 
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South American country that is not far 
ahead of 1913 levels. 


Profitable Fields 


NVESTMENTS in South American 
I equities is an interestingly broad sub- 
ject which involves a number of complex- 
ities. A careful comparison between this 
sort of financing and that of direct lend- 
ing to domestic enterprises or the invest- 
ment of a large American concern in one 
single enterprise in a foreign country, 
reveals features that eminently favor the 
former type. The fact is that the possi- 
bilities of international complications as 
a result of investments are reduced to a 
minimum in the case of equity. 

Joint ownership and management by 
Americans and natives affords, perhaps, 
the best type of investment in South 
America. The local element is interested 
in the progress and welfare of the enter- 
prise. And it usually happens that the 
local element which is able to invest be- 
longs to the high stratum of society and 
has influence with or forms a part of 
the local government. There is little 
danger, therefore, of misunderstandings 
with the authorities as to titles, rights or 
manner of operations. 

The enumeration of some facts regard- 
ing present economic conditions in some 
of the South American countries which 
offer safe and profitable fields for the 
employment of capital, will convey an 
idea of opportunities existing at pres- 
ent—Argentina, for instance. has 50 per 
cent of the foreign commerce of South 
America. About 438 per cent of the 
South American railway mileage is laid 
in Argentina. Sixty per cent of the 
South American railway tonnage is Ar- 
gentina’s. Fifty-seven per cent of South 
American passengers carried by railroads 
are transported in Argentina. This 
country possesses 45 per cent of the 
number of telephones existing in all 
South America; 58 per cent of the num- 
ber of automobiles in South America are 
found in Argentina. Almost 73 per cent 
of the total South American gold re- 
serves are found in Argentina. This coun- 
try consumes about 55 per cent of all the 
printing paper consumed in South Amer- 
ica and yet the population and territory 
of Argentina are only 16 per cent of 
those of the whole South American con- 
tinent. 


Great Mineral Wealth 


HILE is a narrow strip of land be- 

tween the Andes and the sea where 
a mighty nation, inhabited by a proud 
and admirable race is found. Chile has 
no racial problem. The population, a 
mixture of Spanish, German and Jugo- 
Slav blood has made such progress in 
the economic and political fields that 
Chile at present commands the respect 
and admiration of its neighbors and the 
world at large. Her mineral wealth is 
very great and almost unexplored. Her 
nitrate fields are the best in the world; 
it is her most important industry at 
present, and the wealth and prosperity 
of the country depends more upon the 
nitrate exports tllan anything else. The 


United States buys annually over 60 per 
cent of her exports in this line. 

Chile’s second industry is the produc- 
tion of copper, conducted almost entirely 
under American capital. Chile is prac- 
tically an isolated nation dependent 
upon foreign countries for her exports. 
As she cannot be an agricultural nation, 
except in limited portions of the extreme 
south, where the cattle and sheep in- 
dustry is being carried on to some ex- 
tent, she is now turning her attention 
to manufacturing,—which is still in in- 
fancy,—and hopes eventually to estab- 
lish foreign markets for these manu- 
factures. 

Investors in this country are used to 
hear of Chile as exclusively a mining 
country and they forget that southern 
Chile is rapidly becoming a very im- 
portant center of agriculture and stock- 
raising activities. Industrial oppor- 
tunities are unquestionable in this coun- 
try, especially when considering her 
potential hydro-electric resources. It 
may be said that the industrial life of 
Chile is painfully in its infancy. 


Records of Progress 


OUTHERN Brazil has witnessed a 

striking development in industry and 
agriculture. Articles manufactured in 
Sao Paulo are of the finest qualities and 
there is ample room for further develop- 
ment. The Government revenues of 
Brazil have shown substantial increases 
in recent years and continuous progress 
has been made along the lines of cur- 
rency stabilization and banking reorgan- 
ization. Here is a country with 40,000,- 
000 inhabitants with only 19,576 miles 
of railways and 33,000 miles of high- 
ways. 

Peru has shown remarkable progress 
in the iast decade, thanks principally 
to large investments of foreign capital, 
the total of which amounted to 99,000,- 
000 of Peruvian pounds in 1927, as com- 
pared with 73,000,000 in 1919. Exports 
have grown 151 per cent since 1919, the 
national income has shown a 122 per 
cent increase since that year, produc- 
tion of petroleum has increased 284 per 
cent since 1919. Since that year, fifty- 
two cities have been supplied with elec- 
tric light, 103,023 hectares of land have 
been distributed among the native In- 
dian population, without disturbing 
vested rights acquired in good faith. 
Some 350 sundry public works have been 
concluded, 2234 kilometers of railroads 
have been completed, 12,614 kilometers 
of highways have been built and over 
9000 are under construction. Similar 
progress has been made in irrigation, 
sanitation and paving. The banking 
system is patterned after our Federal 
Reserve System. 

Colombia presents an exceptional field 
for investment. Its unique geographic 
position on both oceans, which no other 
South American country enjoys, prom- 
ises a rapid economic development. The 
petroleum industry has also shown a 
remarkable growth in Colombia. In 1927 
the total oil production reached 15,760,- 
797 barrels as compared with a little 
over 440,000 in 1924. Platinum exports 


have increased from about $500,000 in 
1913 to over $4,600,000 in 1926. Rail- 
way mileage has shown a 100 per cent 
increase in the last ten years. Unusual 
activity has been shown in recent years 
in the development of telegraph, tele- 
phones, electric power and in public 
works. The Cauca Valley on the west 
coast has been the scene of a particular- 
ly striking economic development during 
the last ten years. Cali, the capital of 
the department has more than doubled 
its population in that period. A diversi- 
fied number of industries has been es- 
tablished. 


A New Tendency Visible 


| ing Venezuela the fiscal situation pre- 
vailing there may be best described 
by stating that 
there is not a country 
in a_ better financial condition than 
Venezuela at present. The National 
Treasury’s reserves amount to more 
than the total of foreign and internal 
debts of the country. In other words, 
Venezuela owes not a penny to anyone. 
This country is now the second largest 
oil producing country in the world. 
Production of this mineral grew from 
2,117,000 barrels in 1922 to 62,817,000 
barrels in 1927. Statistics showing in- 
creases in railway, and highway mile- 
age, telegraphs, telephones, automobiles, 
etc., show striking growth and progress. 
The coffee industry of the country, 
until recently the most important, is also 
in a flourishing condition. 

In conclusion, not dwelling upon the 
great advances made in South America 
in the field of political stability and fiscal 
improvement in recent years, larger and 
larger amounts of capital have been at- 
tracted and have been applied in large 
scale operations based on thorough tech- 
nical studies, as in the case of the copper 
mining enterprises of Chile and Peru, 
and in tin mining in Bolivia. New rail- 
roads have been built and old ones im- 
proved. In the pastoral regions of 
Argentina and Uruguay, inferior breeds 
of sheep and cattle have been gradually 
replaced by new blooded stock, and large 
scale cereal production has been in- 
troduced. 

It seems likely that, as land values 
and labor costs rise in South America, 
less emphasis will be placed on the 
production of foodstuffs and raw mate- 
rials for export, and a greater diversi- 
fication of domestic pursuits will follow; 
commerce will not be so exclusively a 
matter of trading with foreign coun- 
tries as it has been in the past. The 
beginning of such a tendency is already 
visible in Brazil, which consumes inter- 
nally the larger part of such commodities 
as sugar, cotton and tobacco, which it 
formerly exported. Domestic manu- 
facturing industries, already well estab- 
lished in many regions, will soon supply 
the larger share of the everyday neces- 
sities of the people. From the point of 
view of the foreign investor, the finan- 
cial aspects of this process are of 
primary importance. Comparison is 
sought with other fields, but it will be 
found that no exact parallel exists. 


relatively speaking 
in the world 


Fortnightly Settlements 


ERIODICALLY in recent years there has been 

agitation for the New York Stock Exchange to 
adopt with some modifications the English method of 
trading in securities. By this is meant the system 
of fortnightly settlements in vogue in London in con- 
trast to the American method of trading for cash. 
Interest in this question has been revived recently, 
notably among bankers. 

Perhaps the continued threat of an attempt by 
Congress at some sort of control of the money market 
is chiefly responsible for this revival of interest. No 
clear thinking people want to see Congress undertake 
an excursion of that kind. The breadth of that feel- 
ing weakens the force of the threat. 

It may be a relatively simple matter, from a stock 
exchange standpoint, to make a change in trading 
methods along the lines followed abroad. But from 
the banking standpoint there are far-reaching factors 
on both sides of the question to be considered. 

Settlements of stock exchange transactions semi- 
monthly, or at any fixed period, would obviously put 
an end to violent fluctuations in money rates. Rates 


would be stabilized at each settlement period. There 
would not be the attraction of profits as high as 20 
per cent that has brought about the spectacular in- 
crease in the call loans of “others”—corporations and 
individuals. The banks would control the money 


market. Presumably, speculation would slow down. 

Yet any system of periodic settlements on the stock 
exchange must necessarily destroy the call money 
market. It is an American institution. It has fur- 
nished the banks with their most liquid form of in- 
vestment. In normal times it is the barometer of 
credit conditions. Now, since the surge of the 
“others” has deprived the banks of control it is the 
target for attack from all sides. 

To the banks the question is whether it is better 
to abolish the call money market in order to control 
some other form of stock exchange financing or to 
regain the control that appears to be lost. To abolish 
call loans means to destroy investment facilities of 
great importance to banks. Relative values must be 
weighed before banking opinion on this question can 
be crystallized. To regain control is not an impossi- 
bility. 

Most of the talk of regulation, which has made up 
the threat of legislation by Congress, has been aimed 
at the banks. The banks supply the machinery for 
call loans which is just as much a banking function as 
the actual making of loans. But the lending of money 
on call is not a function of many of the “others” who 
are responsible for the swollen totals of brokers’ 
loans. 

The proposal would not seem to be one of unmixed 
benefits to the banks but rather one of relative merits 
of which the banks themselves should be the best 
judges. 


Treasury Bills 


F OR the first time since the entrance of the United 
States into the World War a change of major im- 
portance in the methods of government financing is 
proposed by the Treasury. This is the measure now 
before Congress to permit the sale of Treasury bills 
at a discount. 

There seems to be every indication that the desired 
legislation will be forthcoming. The new method, 
which is a modification of the system employed for 
years by the British Treasury, would remove some 
of the rather clumsy features of the accepted Amer- 
ican machinery for government financing. 

With the use of Treasury bills the government could 
borrow money when and as needed instead of on the 
basis of its requirements for three months in advance 
as at present. By selling bills at a discount the 
Treasury would be relieved of the problem of trying 
to adjust its short-term rates to money market condi- 
tions over a period of months in the future. These 
are very generally understood advantages to the 
Treasury. From the standpoint of ‘efficiency in fiscal 
operations the plan is hardly open to criticism. 

Cooperation of the banks is counted upon by the 
Treasury to make the proposed method of financing 
workable. The bills must be sold, as Treasury 
certificates of indebtedness are marketed, through the 
banks. The Treasury expects the banks to work with 
it, even though the new plan means the loss of some 
earnings in a field of already declining profits. Cer- 
tificates of indebtedness have been profitable items to 
the banks in two ways, through their resale and 
through the Treasury balances set up by subscription 
to them. Treasury bills sold at a discount do not offer 
these advantages to the banks. 

There is, however, another side to the proposal of 
much greater significance than the relative value of 
the projected system to the Treasury or the banks. 
That is the effect on the money market of the Treasury 
policy of selling bills at a discount. At the outset it is 
planned to use bills only in conjunction with certifi- 
cates of indebtedness. But the pending legislation 
would authorize the Treasury eventually to abandon 
certificates as a medium of borrowing altogether. As 
much as $10,000,000,000 of bills outstanding at any 
one time would be authorized. 

Obviously if the bills prove to be better adapted to 
government financing than certificates, the latter in 
time will be dispensed with. From all that has been 
said on behalf of the bills there can be little doubt of 
the choice between the two types of securities. It is 
possible then that later on the Treasury may be rolling 
over substantial blocks of the public debt in this form 
of temporary security, as well as meeting immediate 
requirements. 

This would bring something new to the American 
money market. In London the British Treasury bills 
are recognized money factors. Their rate of discount 
is a guide to general conditions and to the effective- 
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ness of the Bank of England rediscount rate. Pre- 
sumably somewhat the same sort of situation might 
prevail in this country if Treasury bills take their 
place in the scheme of government financing. 

Extension in the use of bills by the Treasury will be 
slow. Their infiltration into the money market in sub- 
stantial volume will be gradual. Nothing in what 
might be considered the present money market situa- 
tion could be affected by the development of the Treas- 
ury policy for the marketing of bills, but it is thought 
that sooner or later they will be a factor which may 
be more potent in solving some of the problems that 
have arisen of late than any of the specific remedies 
that have been advanced. 


Stock Market Profits 


TOCK market activity is rapidly becoming the con- 

venient explanation of nearly all the financial de- 
velopments in the country. Federal income tax col- 
lections for the March quarter approximated $600,- 
000,000. This was close to $100,000,000 more than 
for the same quarter in 1928. Widespread activity on 
the exchange was the general interpretation of the 
increase. 

Perhaps this is true. It can not be determined 
definitely until the analysis of income returns can be 
made and that is a matter of months away. Never- 
theless it would seem just as logical to attribute the 
growth of Federal tax revenue to business activity as 
to stock market activity. In the face of the enormous 
volume of market operations business has been going 
on as usual. 

It must be remembered that Federal income taxes 
are not paid until nearly three months after the close 
of the year for which they are due. When business is 
good on payment dates many individuals are inclined 
to pay more of their taxes on the first quarter than 
they are when conditions are not so favorable. Good 
business at the opening of the year swells the March 
collections. 

Of course stock market profits have contributed 
their share to taxable incomes. But are they the sole 
factor in the increase in Federal revenues? If they 
are, then the larger collections reflect only a tem- 
porary condition, lacking the permanence upon which 
to base further tax reduction. If they are not, the 
prospective Treasury surplus, which will be the result 
of increased revenues, offers another opportunity for 
lessening the national tax burden and giving another 
impetus to business. 


Capital Gains 


MMEDIATE action by Congress to remove the 

income tax on capital gains on the sale of securities 
is the remedy for present credit difficulties proposed 
by Charles E. Mitchell, chairman of the board of the 
National City Bank of New York. The basis of the 
proposal rests upon the contention that under existing 
tax laws, and particularly with the surtax operating 
as it does in the higher brackets, investors and spec- 
ulators have been and are unwilling to liquidate and 
take profits, but go on holding these securities, leaning 
on the banks in order to do so. 

Mr. Mitchell’s suggestion provoked considerable dis- 
cussion both within and without banking circles and 
in this connection it may be remembered that the 
American Bankers Association at its Fifty-fourth 
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Annual Convention at Philadelphia in October, 1928, 
adopted the following resolution: 


“The United States of America is the only country in 
the world that levies a capital gains tax. We believe such 
a tax in peace times to be uneconomic and unsound in 
prirciple and practice and tending to check the wheels of 
progress. The imposition of such a tax is doubtless one 
of the factors in the speculative situation in the stock 
market, as many persons who have large paper profits 
hesitate to liquidate now in view of the large tax they 
would have to pay; and this situation alone appears to be 
a good argument in favor of the repeal of such a tax. 
Great Britain treats capital gains as an increment to 
capital, and it is recommended that the United States 
pursue the same policy.” 


This idea is one that is difficult for the average 
legislator to grasp. He is convinced that a barrier 
to speculation is to tax the fruits thereof. There are 
many more legitimate investors in securities than 
there are speculators, but both are treated alike by 
the income tax law. 


North Dakota Guaranty Law 


HE Governor of North Dakota on March 6 

affixed his signature to a bill repealing the 
Guaranty Fund Act of that state. There as in other 
states the operation of the law had proved to be 
a terrible drain upon the banks and was weakening 
the entire banking structure. It was plain that to 
escape from the drain many banks eventually would 
leave the state system and convert into nationals and 
thus impose upon those remaining under the opera- 
tion of the Guaranty Law still heavier burdens than 
they have borne in the past. In view of that situa- 
tion the repeal of the law seemed to be the only 
logical step. 

But under the Constitution of North Dakota 7000 
electors at large may by a referendum petition sus- 
pend the operation of any measure enacted by the 
Legislature, except an emergency measure, and not- 
withstanding the unalterable fact that the experi- 
ment of guaranteeing deposits has been tried, found 
to be unsound, unfair, unjust, and weakening to 
banks it is reported that petitions are being circu- 
lated for a referendum on the repeal. 

To obtain signatures to a petition is not a difficult 
matter, because the individual signer sees himself 
committed to nothing, and to be free from responsi- 
bility. Many sign petitions as a matter of favor and 
many others sign to save time and be rid of the 
circulator. So it may come about that a referendum 
provision designed to promote fairness and justice 
becomes an instrument of injustice. 

What a comment it would be upon the referendum 
as an institution, if in view of the unhappy experi- 
ence of all of those states in which the guaranteeing 
of bank deposits has been tried, a few headlong 
spirits should through its instrumentality still 
further delay the final closing of this chapter in 
North Dakota’s banking history. 

And in a decision just rendered in Nebraska (re- 
ported in this issue of the JOURNAL) the Court en- 
joins the collection of a special assessment for the 
Guaranty Fund of that state and says: 

“The Guaranty Fund, under the conditions existing, 
is no protection to the present-day depositors. As a 
matter of fact it is a burden to the banks and just to 
the extent of that burden makes them less able to meet 
the demands of their current depositors by keeping 
their banks solvent.” 
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Evolution in the Reserve System 


By HENRY E. SARGENT 


Trend of Federal Reserve Is Toward Greater Centralization. 
Regional Lines Giving Way Before Force of New Movements in 
Banking. National Credit Policy Is Coming Into Being with 
Emphasis on Longer Objectives. Banking Influence Paramount. 


EW forces in the banking field 

have become a commonplace. 

Bankers all over the country 

are aware of them, are study- 
ing them and are adjusting themselves 
to the trends of the times. But what 
has not been so clearly recognized is 
that these same forces are making them- 
selves felt upon the Federal Reserve 
System and there also are compelling 
readjustments. 

Constant clatter of the tickers, the 
steady increase in the volume of brokers’ 
loans and the general public interest in 
the stock market have obscured the fun- 
damental changes impending in the 
reserve system. The clash between the 
reserve authorities and the call money 
market has produced something akin to 
drama in the cut and dried world of 
finance for close to a year and a half. 
It has captured attention as an incident 
and has become almost a sporting propo- 
sition, a spectacular contest, yet back of 
it there lies a long line of new relation- 
ships between the reserve system and 
the banks. 

There is a process of evolution going 
on within the Federal Reserve System of 
much deeper significance and of much 
broader application than the question of 
any immediate amount of credit diverted 
to call loans. Almost inevitably the 
Federal Reserve System is becoming 
nationalized, which is only another way 
of saying that the trend is toward 
greater centralization. 


Would Lower Their Flag 


MONG the fathers of the Federal 
Reserve System, to talk of a greater 
centralization of reserve power is to 
invite dispute. And yet, oddly enough, 
some of those who have held the fort 
most valiantly for regional reserve bank- 
ing as against central banking are 
clamoring for legislation which would 
lower their flag. Obviously any legis- 
lation which would authorize the Fed- 
eral Reserve Board to control brokers’ 
loans must necessarily enhance the cen- 
tralized power of the system. 

Agitation for Congressional action, 
however, is merely a manifestation of 
one of the forces now playing upon the 
reserve system. Legislation is an un- 
important aspect of the evolution already 
under way. Conditions always precede 
laws. 

Thus it is that the new forces in bank- 
ing are having their effect upon the 
Federal Reserve System—the strength 


Behind the Smoke 


KIRMISHES _ between 
the Federal Reserve 
Board and the money mar- 
ket have raised a smoke- 
screen in front of impor- 
tant developments in re- 
serve banking which are be- 
ginning to shape them- 
selves. The wide responsi- 
bility for the national cred- 
it structure now shouldered 
by the Reserve System car- 
ries with it the implication 
of more centralized author- 
ity if the responsibility is 
to be met. Such a trend is 
in the direction of central 
banking. 


of circumstance. Adjustments within 
the Federal Reserve to the changes in 
the American banking structure have 
become inescapable. 


Broad Responsibility 


ONCENTRATION of banking re- 

sources in this country is perhaps 
the most outstanding of recent economic 
developments. Almost daily there is a 
new bank merger. Millions are joined to 
millions, billions to billions. Nor are the 
mergers confined to the metropolitan 
centers. 

As rapid as the merger movement, 
has been the development of chain and 
branch banking. Here also is a con- 
centration of resources. There are fewer 
banks but the influence of each institu- 
tion is widening its field. Through 
chains or branches they cover more 
territory. Their resources are becoming 
more centralized. 

It is not a question of group banking 
or individual banking. There are now 
both in the United States. It is the 
trend toward mergers, toward chains and 
branches which has prd@duced a condi- 
tion to which the System is reacting. 
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The active stock market of the past 
two years and its incessant demands for 
credit have but served to give an impetus 
to the evolution of the Federal Reserve. 
The trials and tribulations of the Federal 
Reserve Board in its efforts to halt the 
flow of reserve credit into the call money 
market have but served to emphasize 
its new problems. Discussing the rapid 
increase in the proportion of bank credit 
that is based upon securities, the Federal 
Reserve Board in its last annual report 
for 1928 said: 

“When the question is considered in the 
light of the reserve banks’ position as hold- 
ers of the reserves against all member bank 
credit, it becomes apparent that the Federal 
Reserve System's responsibility is not limited 
to the control of funds obtained directly from 
the Federal Reserve banks. There is no way 
of earmarking for special purposes the credit 
extended by the reserve banks, and even if 
that were possible, it would still be true, 
under existing law, that the entire credit 
structure ultimately rests upon Federal Re- 
serve credit as a base; the Reserve System 
has a correspondingly broad responsibility.” 

This is more than another broadside 
at the stock market. The Reserve Board 
assumes responsibility, in the name of 
the Reserve System, for the entire credit 
structure of the country. 


Regional Lines Fall 


few credit structure of the country is 
becoming nationalized. Banks, Cor- 
porations and individuals from all parts 
of the country have found their way 
into the New York money market. For 
the time being at least the call rate has 
become the master rate in the United 
States. The national rate is replacing 
the regional rate. 

Similarly regional lines are falling 
before the mergers, the chains and the 
branches. Credit is becoming national- 
ized as resources become centralized. 
Responsibility for control lies at the 
source of credit, not at the point of use. 
Furthermore nationalized credit is in- 
fluenced by nation-wide movements 
rather than local developments which 
may be but a question of temporary 
supply. This is being recognized. 

“It is certain,” says the Reserve Board 
in its 1928 report, “that the Federal 
Reserve System must steer its course 
with reference to broader developements 
and longer time objectives than day-to- 
day or month-to-month changes in any 
particular line of credit.” 

This statement of policy toward long 
time objectives was made public early in 
March, when the annual report was 
issued. Only a month before in its now 

(Continued on page 1146) 
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Out of the Credit Wilderness 


By FRED I. KENT 


Chairman, Commerce and Marine Commission, American Bankers Association, and 


Director, Bankers Trust Company, New York 


Time to Alter Credit Methods Is When Conditions Are Normal. 
New Laws or Regulations During a Period of Strain Unwise. 
Intelligent Cooperation Between Stock Exchange and Business 
Urged as Best Means of Meeting Present Delicate Situation. 


REDIT is the most volatile ele- 
ment in production and com- 
merce. It cannot be controlled 
in certain ways that have to do 

with the individual opinions of those 
who are in position to extend it. On the 
other hand, it can be driven to cover if 
conditions of great uncertainty prevail 
even though there may be nothing in- 
trinsically unsound in the situation. It 
is, therefore, to be hoped that the pros- 
perity of the country and its reflection 
in the continued progress for reconstruc- 
tion in other countries will not be jeop- 
ardized by attempted interference by the 
banking situation in this country. 

It is also desirable that political pres- 
sure of every character be withdrawn 
from the Federal Reserve Board which, 
if left to itself to meet the banking prob- 
lems for which it is designed, can do so 
much more effectively and with less dis- 
turbance to business than if its acts 
have to be influenced by possible legisla- 
tion that might prove to be destructive. 

It is humanly impossible for any 
group of men who may constitute a 
board to act without promises that de- 
preciate their intelligence if they are 
obliged to solve problems as they come 
before them in such manner as to pla- 
cate political forces for fear of encour- 
aging unfortunate legislation instead of 
rendering decisions entirely on the mer- 
its of the particular cases. 

The Federal Reserve Board, through 
the Federal Reserve banks with their 
boards, made up of men of experience in 
many lines, and the Federal Reserve 
council through which the opinions of ex- 
perienced bankers can be brought to it 
is in position, if left alone, to weigh the 
problems that come before it entirely 
from the standpoint of the good of the 
country. 


Without Publicity 


HE Commerce and Marine Commis- 

sion of the American Bankers As- 
sociation would like to see means under- 
taken to develop more clearly just what 
the facts are surrounding the brokers 
loan situation, through a research under- 
taken without publicity within the Fed- 
eral Reserve organization. With the lit- 
tle knowledge that prevails concerning 
these loans at the moment, their rela- 
tionship to national wealth, national in- 
come and its uses, national production 


Experienced 


Hands 


FexTRACTS from the re- 
port of the Commerce 
and Marine Commission of 
the American Bankers As- 
sociation to the spring 
meeting of the executive 
council at Edgewater Park, 
Mississippi, are given here 
which present the belief 
that the continued pros- 
perity of the country re- 
quires that the problems 
involved in the extension 
of credit be left for their 
solution in the hands of 
those who have experience 
in dealing with them. 


and the proportion of such loans that ef- 
fectively represent loans to advances of 
industry, there is no means of intelli- 
gently weighing them. 

I might say that the Commerce and 
Marine Commission put this particular 
statement in here in order to help the 
Federal Reserve System in developing 
such a research because they wish to feel 
that the bankers would like to have it 
undertaken as, in order to carry it on, 
it will be necessary for them to apply to 
the banks for information and sometimes 
of a character that the banks might hesi- 
tate to give unless they realized its 
necessity. 

Funds obtained by corporations for 
the purpose of enabling them to carry on 
and expand their business are received 
from the issuance of securities or loans. 
When securities are issued underwriters 
must distribute them over such period of 
time as is required for the market to ab- 
sorb them. In the meantime they are 
carried as security loans. Industry act- 
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ually receives the funds in such cases 
with the same certainty as if they had 
been borrowed from banks. 


‘Forward Looking Men 


periods of great expansion 
industrial organizations require 
funds or the positive knowledge that 
they can obtain them when required in 
amounts that are far in excess of any 
credits they might obtain through bank 
loans. Further, the methods’ under 
which they must utilize such funds are 
often in part of a character that are bet- 
ter supplied through participation of 
ownership than by means of bank 
credits. 

During a time of great ease of money, 
such as prevailed in the United States 
subsequent to the recent rise in the cost 
of money, there is a tendency on the part 
of forward looking men in industry to 
obtain such funds as they anticipate they 
may need over a considerable period, and 
on a basis that will not require repay- 
ment in a high money market. This 
means the issuance of preferred and 
common stocks. 

When sound organizations, run by 
men of ability, take the public into part- 
nership through the issuanze of such se- 
curities, and while doing so are enabled 
to strengthen and widen their organiza- 
tions in such manner as to stabilize labor 
and better control production from the 
standpoint of all concerned, it is of tre- 
mendous value to the general public. It 
means the payment of higher wages with 
a consequent high standard of living and 
a consumer’s power that enables greater 
distribution of farm products as well as 
production of every other character. 

During the two years of 1927 and 1928 
domestic securities issued in the United 
States amounted to about sixteen and 
one-half billion dollars, and foreign se- 
curities $2,564,000,000, or a total of 
about $19,000,000,000. Brokers loans in- 
creased during the same period $3,147,- 
000,000. In other words, if the brokers 
loans meant merely the carrying of those 
new securities it would show that $16,- 
000,000,000 had been distributed and 
were actually owned by-the public. 


Into New Lines 


T has been found that small concerns 
_ engaged in multitudinous enterprises 
instead of having been’ eliminated 
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through such operations have increased 
in number, and in effectiveness, from 
their own standpoint although their 
activities often have to be guided into 
new lines. But this is true with every 
producing organization regardless of its 


size, for the character of output must . 


continually be modified to meet the 
changing desires of the people that come 
about because of new inventions and dis- 
coveries and increasing density in popu- 
lation. 

The New York Stock Exchange is the 
one great central distributing force in 
the United States upon which the 
industry of the country must primarily 
depend for its capital funds, and 
to which the investing public must 
look for its market whether it wishes 
to buy or to sell. Jan. 1, 1929 
the shares of stock listed upon this ex- 
change were 757,000,000, with a market 
value on the same date of $67,000,000,- 
000. The market value of listed “bonds 
at that time was $47,000,000,000. The 
total value of all listed securities on 
Jan. 1, 1929 was $114,569,728,724. 


The whole of this vast sum was owned, 


outright by holders except that part 
against which money had been borrowed 
in the form of brokers loans amounting 
to $6,440,000,000, and such other secur- 
ity loans as may have been obtained 
here and there for the same purpose. 

The business of the Stock Exchange is 
based upon positive delivery of securit- 
ies sold in every case. The American 
public has been receiving a tremendous 
income for a number of years averaging 
somewhere around $70,000,000,000. A 
portion of such income is required for 
living expenses, a portion is utilized to 
meet expenses that are not essential, 
another part maintains the charities of 
the country, and further funds go to the 
government in the form of taxation. 
What is left goes to increase bank de- 
posits, the purchase of securities, and 
to expand or enable the continued main- 
tenance of business. 


Partial Payments 
ern intelligent methods of production 


that have been developed in the 
United States, the high degree of integ- 
rity that has been built up in our great 
business organizations, and the opportu- 
nity afforded to distribute production 
because of the increase in consumers’ 
power made possible partly through high 
wages in this country and to a very 
large extent through the growth of for- 
eign consumers’ power that has been 
developed as stabilization of foreign cur- 
rencies have been brought about, which 
progress has been greatly aided by 
American loans in foreign countries, 
has resulted in a high average of pros- 
perity over an unusual number of con- 
secutive years. 

There has been a growing belief on 
the part of the public that the greater 
intelligence which seems now to be ap- 
plied to production and distribution 
means the opportunity for continuing 
profits on an important scale for some 
time to come. The result has been a 
tremendous public interest in the secur- 


ity market that has been exércised by 
means of purchases in full or in part. 
Where purchases have been made in 
part, in the first instance, it was in many 
cases with a partial payment applied to 
securities, as it has been to automobiles 
and other classes of production. 

The constant issuance of new securi- 
ties and increased earnings of great 
numbers of corporations, with the ex- 
cellent prospects for future earnings, 
have worked together to link people of 
many classes who have funds to invest 
to purchase more securities than they 
would otherwise have thought of doing. 
Such individuals, added to those in the 
market who make it their business to 
purchase securities solely with the hope 
that they may be sold later at a profit 
and with no idea of permanent invest- 
ment, but upon whom all other investors 
depend for a broad market for their own 
securities, could not help but result in 
a market stimulation of tremendous pro- 
portions. 


Foreign Money Protected 


ony first control of such a situation 
lay in the hands of bankers and brok- 
ers who, as prices have gone higher and 
higher, have constantly increased margin 
requirements. This has been carried out 
so effectively that a great menace was 
lifted off the market, as it would take a 
perpendicular drop of many points to 
uncover sufficient margins to cause a 
wholesale dumping of securities on the 
market with the attendant losses and 
probable failures that would ensue, to- 
gether with a shock to business that 
would almost certainly result in the 
slowing down of production. 

Further, the price of money was raised 
and, as is always the case, the first ef- 
fect of such action was to draw money 
from every source which was attracted 
by the price, all things considered. For- 
eign funds, naturally, moved into the 
market more slowly than domestic funds. 
Before foreign funds are attracted in 
large volume, there must be a belief that 
high money rates. are going to prevail 
for a sufficient time to warrant their 
transfer. No one in Europe would be 
tempted to buy dollars with his local 
money in order to obtain 15 per cent 
for one day and subject himself to a 
possible fluctuation in the value of dol- 
lars that would mean he would have to 
sell them at a discount over the cost to 
him. This difference, even on 15 per cent 
money for one day, would be less than 
one-twentieth of one per cent to create 
a loss. 

As the money market developed dur- 
ing 1928 in New York, however, there 
seemed to be sufficient reason to believe 
that it would be maintained to lead many 
foreigners to buy dollars and take the 
chance that when they wished to sell 
them they could obtain a price that, to- 
gether with the interest received, would 
make the investment a profitable one. 

Foreign money markets, therefore, 
while they have been effected to a cer- 
tain very positive extent by the high 
call money rate in New York City, have 
been protected by the existence of the 
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exchange rate, and to an extent that has 
so far prevented untoward disturbance 
in the foreign money market. 

While the earnings of industry are 
growing, and the prospect for them to 
continue to increase exists, it is possi- 
ble for those who may be carrying stocks 
on margin to pay higher rates for money 
than is represented by the dividend or 
interest return on the securities which 
they own because of the appreciation 
that they can reasonably expect will 
occur in the price of such stocks. How- 
ever, the time is certain to come when 
the price of securities, if they keep on 
mounting, will be such that they can only 
be carried on high call money at a loss 
that will be represented by the differ- 
ence between the money price and the 
dividend or interest return. 


Over the Peak 


INCE the war, millions upon millions 
of individuals in the world have had 
developed within them desires that never 
existed before for things of many kinds. 
Such desires multiplied consumers’ power 
because millions of people were striving 
to obtain such power in order to be able 
to buy the things for which a desire had 
been created. Along with this tremen- 
dous increase in desire came the ability 
of industry to produce articles in great 
numbers of units at greatly decreased 
costs of production. There has, there- 
fore, been an expanding demand and 
supply, and while this continues a tre- 
mendous world distribution of goods 
must prevail. Those particular inven- 
tions and discoveries which have been 
brought out, and may continue to bring 
tne peoples of the world closer together, 
such as the movie, the radio, and the 
airplane, are most effective in extending 
consumers’ desire with its attendant 
growth of consumers’ power and demand. 
Stock market prices are trying to over- 
take this movement, but it is conceivable 
that new inventions and discoveries, and 
the extension and creation of new de- 
sires, unless attended by important catas- 
trophes, can prevent its doing so for 
some time to come. 

There is, therefore, much that is sound 
in the values that the people are accord- 
ing important, well-managed, producing 
organizations and their kindred indus- 
tries. The situation is also greatly 
strengthened by the fact that commodity 
prices throughout this development have 
been normal and without influencing a 
condition which exists today. Every 
rising security market reaching 
toward its high point after allowing for 
these and any other conditions which 
may exist, and the time of its arrival 
is measured by the speed with which 
prices increase in proportion to the speed 
with which business and earnings grow. 

The efforts of those who deal in money 
and credit are concentrated upon the 
fact that if there is greater expansion 
and inflation, it can only be brought 
within control after disaster. On that 
account American bankers have been in- 
creasing their margin requirements, and 
the Federal Reserve System has been 

(Continued on page 1147) 
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verywhere ...This Extra Service 
creates 

a Friendly 
Spirit 


ANKING institutions are learning 
B that free, person-weighing scales 
create a link of human interest be- 
tween the customer and the bank. 


Peopleare interested in their weight, 
people of all ages and types. And the 
thought that in their bank is a scale, 
put there expressly for their use, brings 
a feeling of good will and apprecia- 
tion. 


This beautifully made Toledo Scale 
is completely in keeping with the dig- 
nity of a financial institution and earns 
a public response in friendship, far 
above its cost. Write for full data cov- 
ering our demonstration plan. 


You will also be interested in the 
new Toledo for parcel post and regu- 
lar mail use. 


* * 


Toledo Scale Company, Toledo, Ohio. 
Canadian Toledo Scale Company, Ltd., 
Windsor, Ontario. Salesand Service Head- 
quarters in 181 cities in the United States 
and Canada, and in more than 50 foreign 
countries. 


“The best money that we have ever 
spent for advertising.” 
AMERICAN STATE BANK, 
Great Bend, Kansas. 


“One of the best advertisements ever 
placed in our bank. We would not 
dispose of it at any price.” 
BANK OF CoMMERCE, 
Lexington, Ky. 


“So well pleased that we have installed 

another scale in our West End Branch.” 
City NaTIonaL Bank, 

Battle Creek, Mich. 


“We estimate that 75% of the people 
entering the bank get weighed.” 
Tue Fiast State Bank, 
Larned, Kansas. 


“A splendid medium of advertising 
that creates good will.” 
Guaranty STATE BANK, 
San Antonio, Texas. 


“365,310 people have weighed them- 
selves and it lacks two and a half 
months of being three years, since we 
installed this scale.” 
Tue Home Nationa Bank, 
Arkansas City, Kansas. 


“Have received many compliments 
from our customers in putting in this 

scale. Would not be without it.”’ 
StaTE BANK oF QuINcy, 
Quincy, Illinois. 


Toledo Scales 


SPRINGS HOMEST WEIGHT 


When writing to advertisers please mention the American Bankers Association Journal 
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Do Your Customers Carry 
YOUR 


Travel Cheques 
Abroad ? 


3 eee t is good businéss t@ Kave your customers carry 

LONDON A. B. A. Chegqtes wkepr they go abroad. Every time 
they cash a chegue they see the name of your 
bank and the signature of one of your officers — 
conStant remindérs of the completeness of your 
banking service. 


A. B. & Chéques were established by the Amer- 
ican Bénkers Association to provide banks with a 
travel cheque of their own which would enjoy 
universal acceptance. Certified by Bankers Trust 
Zompahy of New York, A. B. A. Cheques are ac- 
cepted by banks, hotels, shops, ticket offices and 
toupist agencies throughout the world. The fact 
that more than 60,000,000 separate cheques 
fave been negotiated during the past 20 years 
attests to the degree of their acceptance. 


A. B. A. Cheques are convenient to carry, pro- 
tect against loss or theft, and abroad command 
the exchange rate of bankers’ paper. 


Your bank’s name on A. B. A. Cheques is a 
constant link with your customers, wherever they 
may be. 


A. B. A. 
CHEQUES 


ACCEPTED EVERYWHERE 


When writing to advertisers please mention the American Bankers Association Journal 


i t 
7 \4/) be 
\ 
J 
AY 
PARIS 
PATE 
j 
VENICE 
i 


When Texas Proved the Cheap 
Money Fallacy 


By A. H. HARRIS 


European Currency Ills Had Counterparts in Lone Star State. 


The Old Republic of Texas Found that Issuance of Paper Money 
Unsecured by Gold or Silver Brings Unescapable Evils. Texas 
Redbacks Were Forerunners of the American Greenbacks. 


HERE is one great fact in re- 
spect to irredeemable paper 
money, which, in itself, is a suffi- 
cient answer to all the arguments 
that may be advanced in its favor. It is 
that there cannot be one single instance 
referred to in the history of any state, 
nation, or people, in which its adoption 
and use have not been wholly disastrous. 

There is an example, little known, and 
rarely, if ever, referred to, which oc- 
curred within a comparatively recent 
period of time, and under conditions 
analogous to those which, in the opinion 
of many persons, render the United 
States an exception to all the rest of the 
world. This is the fiscal experience of 
the Republic of Texas, which, during the 
brief period of its existence as an in- 
dependent nation, committed on a small 
scale nearly all the financial blunders, 
and tried nearly all the financial experi- 
ments which the older nations of Europe 
have before or since committed and tried 
on a larger scale. 

Simply because little has been written 
about the days when the Republic of 
Texas—ambitious experiment in govern- 
ment in a country in the raw—went 
money mad does not detract from the 
fact that the young nation joined heart- 
ily in the project to make itself and its 
neighbors believe that there could be 
such a thing as irredeemable paper cur- 
rency. The experiment is buried in the 
archives of the nearly-forgotten Repub- 
lic, erected on the remains of Spanish 
rule of the North American continent. 

Other countries may have tried the ex- 
periment with paper money so long as 
the printing presses would run, including 
Germany a few years ago, but the exam- 
ple of Texas brings the matter so close 
to home that an illuminating bit of his- 
tory may well be written. The story is 
unique in this that Texas was a great 
region of raw land and of pioneer stock 
trying to subdue the wilderness with 
few, if any, precedents to guide, and no 
laws to limit the ambitions of “states- 
men” and politicians. 


Built on Raw Land 


REVIOUS to the year 1835, Texas 
was one of the states of the Republic 
of Mexico, and its currency consisted of 
gold and silver and, to a very limited 
extent, of the notes of banks of the 


Texan Teachings 
O VER-WORKED post- 
war printing presses 
flooded several of the 
European countries with 
unlimited supplies of paper 
currency with lamentable 
results which are familiar 
to everyone. But few are 
aware that the same thing 
was experienced by the Re- 
public of Texas which broke 
away from Mexico and set 
up a sovereign state that 
remained independent for a 
decade until admitted to the 
Union. In these days when 
the gold standard is often 
attacked the experiences of 
Texas is a lesson. 


United States. As the civilized popula- 
tion was small, no large amount of cur- 
rency of any kind—or all kinds—was re- 
quired to meet the needs of the people. 
A great part of the Texas currency con- 
sisted of what were termed “hammered 
dollars,” or old Spanish silver dollars 
from which the royal effigy had been 
effaced by the Mexicans as a testimonial 
of disrespect for their former rulers. 
Time contracts were, however, made in 
terms of new Mexican dollars, which 
were termed “eagle money,” which cir- 
culated at 100 cents on the dollar. The 
“hammered” dollar, though containing 
fully as much pure silver, circulated at 
ninety cents; the probable reason for its 
depreciation being that the destruction 
of the certificate of value, affected by 
the defacing of the stamp, also prevented 
its use in settling foreign exchanges and, 
consequently, its exportation. 

After the outbreak of the Texas Revo- 
lution and the inauguration of the pro- 
visional government, in November, 1835, 
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“hammered” money gradually disap- 
peared from circulation, and banknotes 
from the United States became the chief 
currency of the Republic. In 1837, the 
banks of the United States suspended 
specie payments. The result was that 
all of the circulating media of the 
Republic of Texas became greatly de- 
preciated and a very considerable por- 
tion which was derived from the banks 
of the State of Mississippi became alto- 
gether worthless. Suffering was wide- 
spread among the people, and the prob- 
lem was one not to be easily handled. 


‘The Dollar Decision 


ROM the first the Texans appear 

to have struck out on a new line of 
financing and would have none of the 
Old World methods, not even the ideas 
of bankers and political economists that 
the circulating medium of a country 
should be based on the precious metals. 
The wise men thought that cheap land 
was more precious than gold or silver— 
or both, for that matter—and they built 
a “system” of finance upon raw land, 
and plenty of it. Texas seemed to have 
unlimited areas of cheap fertile land un- 
spoiled by the hand of man. The Repub- 
lic was composed of all of the present 
State of Texas and much of New Mex- 
ico, Colorado, and Wyoming as well. 

As a matter of fact, the Republic of 
Texas was not the only country that had 
no well-defined unit of value. William 
M. Strong, of Pennsylvania, Associate 
Justice of the Supreme Court of the 
United States, had not taken his seat on 
the bench at the time in question, and it 
was not until 1871, or thirty-six years 
later, that the Supreme Court ren- 
dered its famous “dollar” decision. The 
court held: 

That “value is not an ideal thing”; 
that “it is hardly correct to speak of a 
standard of value”; that “the gold and 
silver thing we call a dollar is in no 
sense a standard of a dollar”; in fact, 
that anything is a dollar which the law- 
making power may imagine it to be, and 
that it is not at all necessary that their 
“imaginings” for one year should be 
their “imaginings” for some other and 
subsequent year. 

Things were just beginning to move 
when the news was received of the 
general failure of banks in the United 
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States, following the crusade of Presi- 
dent Jackson, in 1837. To supply a cir- 
culating medium, a need occasioned by 
the discredit of banknotes issued in the 
United States, individuals and munici- 
palities commenced at once the issue of 
“shin-plasters,” or notes for the frac- 
tional parts of a dollar, and continued to 
do so until 1840, when an end came to 
the practice largely through the bank- 
ruptcy of the issuers of the “currency.” 

In the meantime, the Revolution had 
been in progress and funds had to be 
found to finance it. At the outset the 
Republic had few financial resources. It 
had for sale the pledge of its lands as 
the principal and basic item. 

The men who had undertaken to make 
Texas a free and independent Republic 
were typical emigrants from the fron- 
tiers of the United States, and lacked 
nothing in self-reliance, audacity, enter- 
prise, an initiative, to say nothing of 
experience in governmental affairs. The 
first feasible and ready method of col- 
lecting revenue to carry on the govern- 
ment that suggested itself was that of 
collecting duties on imports. The Leg- 
islature made a tariff law December 12, 
1835; a new tariff law was made Decem- 
ber 27, following. In ten years—its brief 
span of life and experiment—the Repub- 
lic of Texas had no fewer than seven 
distinct tariffs, thus early showing the 
way for the Congress of the United 
States twenty or twenty-five years later. 

Commissions were appointed to bor- 
row $100,000 at a rate of interest not 
to exceed 10 per cent on bonds running 
for not less than five nor more than ten 
years, with the pledge of the public 
faith, the public lands, the public rev- 
enues, in short, everything that Texas 
possessed or claimed or hoped to get, in 
the way of security for their repayment. 
The bonds were largely disposed of in 
the United States—quite naturally, it 
would seem. An earnest sympathy for 
the welfare of the Republic was thereby 
created among the bondholders, and this 
sympathy was ultimately most powerful 
in securing the annexation of Texas to 
the United States, and, subsequently, an 
appropriation by the Congress of $10,- 
000,000 with the understanding that the 
funds should be used in the payment of 
the debts of Texas. 


Drew on Itself 


HERE were rather long-headed men 
in Texas even at that early day. Here 
is what the chairman of the National 
Committee of Finance said to the con- 


gress of the Republic, December 16, 


1835: 


“An outstanding national debt may.in 
many respects be looked upon as _ bene- 
ficial, by a community isolated and de- 
pendent as Texas, if the creditors, as such, 
can afford us substantial patronage. And, 
until we can stand immutable among the 
nations of the earth, your committee 
would advise that the pecuniary interests 
of our creditors will excite for us the 
sympathy and protection of mankind.” 


The national treasury was first estab- 
lished, so far as the election of a treas- 
urer could establish it, in November, 
1835. Previous to this time there had 
been a Fiscal Committee, and this had 
made a report which, as the first official 
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financial document of a de facto govern- 
ment, destined in the course of the fol- 
lowing years to come into possession and 
control of a territory larger than France, 
deserves to be preserved and handed 
down to posterity. 

The formal establishment of a na- 
tional treasury was one thing; the pro- 
viding of actual money was quite a dif- 
ferent and difficult thing. And, as suf- 
ficient funds for defraying the expenses 
of the government and equipping and 
paying the army did not come from any 
or all of the expedients of taxation, 
loans, the establishment of companies 
with banking privileges, the sale of land, 
or the seizing of private property by 
land and by sea, the Republic next un- 


dertook to pay its way by the simple: 


method of drawing drafts on itself. 


Treasury Notes Issued 


§ be give the government drafts credit 

and circulation, an Act was passed by 
the Congress, in December, 1836, provid- 
ing “that it shall be the duty of the sev- 
eral collectors (of customs) to receive 
the orders of the Auditor upon the 
Treasury of the Republic when offered 
by importers in payment of duties at the 
time of importation”; and in June fol- 
lowing, it was enacted “That properly 
audited drafts on the Treasury of the 
Republic shall be received in payment 
of taxes imposed, except on billiard 
tables, retailers of liquors, and nine-pin 
alleys, or games of that kind.” 

By these two acts Texas gave her 
audited drafts on the national treasury 
greater value than they would otherwise 
have possessed and caused them to pass 
into hands of persons or firms that oth- 
erwise would not have received them. 
From first to last, the issue of these 
audited drafts amounted to $7,834,207. 
The drafts gradually depreciated in 
value, and in December, 1837, a year 
after the enactment of the law authoriz- 
ing their reception for custom duties, 
another act was passed declaring that 
the Republic would no longer reccive 
such drafts in payment of debts due it- 
self. 

The greatest stroke of financial 
maneuvering on the part of the new Re- 
public was made in November, 1837, 
when the government commenced the is- 
sue of Treasury Notes. These notes 
were in the form of banknotes and were 
isued for even sums and for small 
amounts. The notes were to be received 
in payment for lands, and for all public 
dues, or they might be redeemed with 
any moneys in the Treasury “not other- 
wise appropriated.” 

Right here commences by far the most 
valuable of all the lessons deducible from 
a study of the fiscal experience of the 
Republic of Texas—a lesson exception- 
ally interesting from the circumstance 
that it shows that the working and effect 
of a system of irredeemable paper money 
is one and the same, whether the field of 
its influence be a rich, densely populated 
old country, like Austria, Germany, or 
Great Britain, or a disturbed, thinly 
populated community with little accumu- 

lated capital, occupying, as it were, the 
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very borderline between barbarism and 
civilization. 


At Par with Specie 


Een most interesting fact connected 
with the history of the Texas Treas- 
ury note is that although the credit of 
Texas was, at the time of issue, so bad 
that a foreign loan could not be negoti- 
ated, and the audited drafts of the 
Treasury had so far depreciated as to 
have a value as low as fifteen cents on 
the dollar, yet the notes themselves, 
though practically unredeemable, were, 
when first issued, at par, or nearly par 
with specie, and, furthermore, were kept 
so for months until their issue exceeded 
$500,000. 

The explanation of this phenomenon 
is not difficult. With the outbreak of 
the Revolution the “hammered” money 
and the “eagle” money soon disappeared 
from circulation. With the failure of 
the banks of the. United States, in 1837, 
the notes of the banking institutions of 
the southwestern states, which had come 
like a flood and had supplied Texas with 
a sort of currency, became worthless, 
while the issue of “shin-plasters’” or 
fractional notes of persons or firms or 
municipalities although continued, was 
by law forbidden. The want of some sort 
of medium that should have one value 
and would at least tend to regulate 
prices and facilitate exchanges, was 
therefore much felt, and when the gov- 
ernment gave the people the best med- 
ium it could, threw around it all the 
safeguards and guarantee that seemed 
possible, and issued only such amount 
as was necessary to meet specific needs, 
the people, in turn, accorded the medium 
a value in proportion to the work it per- 
formed or the need it supplied. 

The original Treasury Notes, although 
intended to serve as currency, were, 
nevertheless, from the fact that they 
carried 10 per cent interest, in reality, a 
sort of national bond. Being issued in 
even sums of small amounts as low as 
one dollar, they were taken up as invest- 
ments or were speculated in by persons 
of small means who never regarded 
themselves as investors or capitalists. 
Very considerable blocks of. the notes 
found their way into the United States 
and were held out of circulation. 


New Notes Had Red Backs 


N the spring of 1838, “An Act to define 

and limit the issue of promissory 
notes” was passed by both Senate and 
House of Representatives. The bill au- 
thorized an additional issue of $150,000 
of the Treasury Notes. President Sam 
Houston promptly vetoed the measure. 
Another bill was prepared, which allowed 
the President to increase the amount of 
Treasury Notes to $1,000,000, if, in his 
judgment, the interests of the country 
required such action, and at the same 
time specifically appropriated $450,000 
of such notes—an amount nearly equal 
to the whole existing issue—to the pay- 
ment of the expenses of the army and 
the navy and to meet civil indebtedness. 
The objections of President Houston 

(Continued on page 1149) 
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Sound Capital Structure 


HE capital structure of a corporation, obviously, should be based 
upon its special financial requirements. One company may well 
have several classes of stock as well as some form of funded debt. 
Another should finance itself only through one class of stock. Upon the 
investment house largely rests the responsibility for shaping the cor- 
porate structure with due regard for the particular needs of the 


individual business. 


To the bank and its investment customers, the soundness of a com- 
pany’s capital structure is of the first importance. Their investment may 
stand or fall on the economic soundness of the form of the security 
offered to them. Irrespective of the statistical position of the security, it is 
not a sound investment if the company should properly have been 


financed in some other way. 


A. G. Becker & Co. originates and distributes bonds, notes, preferred 
stocks, common stocks and commercial paper. We are in position, there- 
fore, to supply capital to a company in practically every form and to 
shape the security to meet the exact situation. 


Because of the unusually comprehensive character of our business, the 
bank and its customers are afforded not only a wide range of securities 


to meet their varied requirements but are also assured of securities that 


are soundly conceived. 


A. G. Becker & Co. 


Investment Securities 
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Account information in- 
stantly available to the teller. 


Checks Approved in Writing 
Swiftly and Silently 


HECKS presented at your tellers’ 

windows can be sent to the book- 
keepers, verified and returned in a few 
seconds—before the teller can count 
the money a second time. 


This positive protection is made 
possible with Lamson Baby Tubes 
which whisk checks to the bookkeep- 
ing department with bullet speed. And 
they are so quiet that the person at 
the window need never know his check 


is being questioned. 
With bullet speed these 


small carriers take checks, 
notes and messages from 


Bookkeepers are never in doubt with 
this method. They know what they 
are approving because they see the 
actual check and can verify signature 
as well as amount. 


Lamson Baby Tubes are simple to 
operate. No intricate mechanism to 
get out of order. And their cost is 
slight. You can purchase them out- 
right or we will lease them to you. 
Write for our interesting booklet tell- 
ing all about them. 


tellers to bookkeepers. THE LAMSON COMPANY, SYRACUSE, NEW YORK 


LAMSON TUBES 


Put your Bookkeepers at your Tellers’ Elbow 
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Bridging the Chasms of Business 


By FRANK R. SURFACE 


Assistant Director, Bureau of Foreign and Domestic Commerce 


Government Planning to Chink the Gaps in American Industry. 
Proposed National Distribution Census Would Trace Movement 


of Goods from Raw Material Through Manufacturing Processes 


ROM eight to ten billion dollars 
is wasted every year through the 
ineffective functioning of certain 
portions of that titanic machine 
which we call American Business. This 
statement may sound, to some people, 
like fantastic hyperbole—it may seem 
incredible in view of the undoubted pros- 
perity prevailing in most industries— 
but it nevertheless represents the opin- 
ion of trained observers and economists. 

That waste takes widely varied forms 
and may be attributed to many causes— 
frequently concerned with faults in dis- 
tribution. Among these are such fac- 
tors as “lack of standards of quality,” 
“lack of standards of grade,” and “un- 
necessary number of sizes and varities.” 
Bad credits make heavy inroads into 
profits. Lack of uniformity in business 
practices, in terms and documents, en- 
genders misunderstandings, frauds, and 
disputes. Other controversies arise from 
the deterioration of goods. Disorderly 
marketing brings about excesses or 
shortages of commodities. 

The wheels of commercial progress are 
obstructed, to a degree, by unintelligent 
competition on the part of persons pos- 
sessing little or no comprehension of 
the fundamentals of business. Lack of 
knowledge of markets results in losses, 
misdirected sales efforts, or uneconomic 
radius of distribution—thereby increas- 
ing distribution costs. 


Orderliness in Business 


HERE is reason to believe, in fact, 

that the largest percentage of this 
lamentable waste occurs in the field of 
distribution. To cut down such losses— 
to eliminate them to the greatest pos- 
sible extent—is one of the most momen- 
tous, most exigent tasks confronting 
business communities today. And those 
who have carefully surveyed the situa- 
tion believe that much can be accom- 
plished toward that end through the 
medium of the national census of dis- 
tribution which the Department of Com- 
merce hopes to take next year, and for 
which preliminary plans are now being 
formulated. 

This should benefit everyone—from the 
factory-owner and his banking connec- 
tions down to the humblest consumer 
who buys a spool of thread or a can of 
sardines from the shelf of an _ inde- 


pendent merchant or a chain-store. It 
will be a long step in the direction of 
strict orderliness in business. 


It will 


Into Consumers’ Hands to Uncover Leakages that Cause Losses. 


Where Profits Are 


[NP ORMATION is being 
sought by the govern- 


ment which may revolu- 


tionize credit lines now ex- 
tended to business men by 
bankers by making avail- 


able a new test of earning 
capacity which is selling ef- 
ficiency. It is proposed to 
carry the doctrine of elimi- 
nation of waste in industry 
beyond production so that 
it will include distribution, 
the inevitable accompani- 
ment of prosperity, in or- 
der that business may be 
done where profits are 
known to be and not blind- 
ly on the basis of hope. 


further (and extend in scope) the 
process that economists have been stress- 
ing so insistently under the name of 
“rationalization.” It will be a signal 
example of the policies promoted by 
Herbert Hoover when he was Secretary 
of Commerce and which have been aptly 
designated, by certain commentators, as 
“fact-engineering.” 


Gaps and Chasms 


T would seem that one may advan- 

tageously consider the present-day 
American commercial structure from a 
standpoint comparable to that of the 
engineer. Looking at our distribution 
system dispassionately, as a piece of 
machinery, we are justified in asking: 
“Does this mechanism function smoothly 
and swiftly? Is it designed to stand all 
strains and stresses that may conceiv- 
ably be brought to bear upon it? Has it 
attained the desirable degree of sim- 
plicity? Does it operate with the mini- 
mum of friction and the maximum of 
economy ?” 

Our industrial mechanism would, in 
1101 


many ways, make an admirable showing 
under such a rigorous engineering test. 
But the majority of informed observers 
will agree, I think, that our distribution 
methods come far short of the specifica- 
tions that one is warranted in setting 
up. 

Too much is left to chance. The hazy 
and the haphazard play too great a part. 
We are inclined, perhaps, to rely a bit 
too confidently on our tremendous “sales 
aggressiveness.” Through lack of cer- 
tainty, our business men “fumble” some 
of their finest opportunities. Where 
they should grasp, they grope. 

We have accumulated vast funds of 
data about American economic resources 
and operations, but there still remain, 
especially in this field of distribution, 
altogether too many gaps and chasms— 
over the unsuspected edges of which 
the unwary commercial wayfarer may 
plunge to disaster, or to discomfiture at 
least. 


Many Unknown Quantities 


T should be our purpose to fill in such 

chasms or to bridge such gaps. And, 
here again, is there not an analogy to 
the task of the engineer? If an engi- 
neer is building a bridge, he can work 
only on proven principles—with definite 
equations. He must know the precise 
value of every factor in those equations. 
When the structure is being built, there 
can be no “X’s” representing unknown, 
uncomputed quantities. 

But, unfortunately, in the vital field 
of merchandise distribution there are 
still a very large number of such un- 
known quantities. We must do our ut- 
most to banish these, and to substitute 
carefully determined values. As Secre- 
tary of Commerce R. P. Lamont has 
recently said, we must (so far as pos- 
sible) enable the business man to “pro- 
ceed on a basis of sound knowledge, 
instead of on surmises or attempted 
divination.” 

Information is needed, particularly, as 
to the number of wholesale and retail 
establishments, number of employees, 
salaries and wages, inventories, and sales 
by the various classes of commodities. 
The realization of this need resulted, in 
1925, in a general conference concerning 
distribution. The Director of the Census 
did not deem it advisable to ask Con- 
gress for authority to take a nation- 
wide census of distribution until a test 
census or censuses had been made ir 
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order to determine the type of informa- 
tion that would be available, and its 
value after it was collected and pub- 
lished. It was therefore decided to take 
a trial of census of distribution in Balti- 
more during the early part of the year 
1927. 

Soon after this census was in progress 
in Baltimore, it was satisfactorily shown 
that there was a great deal of valuable 
information available. It was found, as 
a rule, that the merchants were anxious 
to have more accurate data concerning 
their business, and they therefore gave 
their cooperation gladly. It was then 
decided to extend the test censuses, and 
the following cities were selected: 
Atlanta, Ga.; Chicago, [IIll.; Denver, 
Colo.; Fargo, N. D.; Kansas City, Mo.; 
Metropolitan Providence, R. I.; Metro- 
politan San Francisco, Cal.; Seattle, 
Wash.; Springfield, Ill.; and Syracuse, 
N. Y. 


Business Guide-Posts 


HIS “experimental” census of dis- 

tribution developed countless arrest- 
ing facts—facts which would be fas- 
cinating merely from the human-interest 
angle even if they were not so significant 
and useful as guide-posts for business 
men. 

The census shows, for example, an 
amazingly large percentage of retail 
sales now going to a comparatively new 
merchandise group—that of automotive 
products. Motor cars and their acces- 
sories now account for at least 12.10 
per cent of the retail dollar. This class 
of goods now ranks even above furniture 
and housefurnishings, and, in fact. 
above all other groups except food and 
clothing. 

Local peculiarities strike one very 
forcibly in studying the facts adduced 
by this preliminary census. Why, for 
instance, should sales of house furniture, 
in relation to total retail sales, be 
larger in Providence than in any of the 
other cities, while sales of office equip- 
ment there are less, comparatively, than 
in any other city except Syracuse? Such 
is the indisputable fact—indicative of 
certain tendencies that manufacturers 
and distributors might advantageously 
consider. 

Merchandise is constantly seeking new 
outlets. We find that cigars and tobacco 
are sold in twenty-two kinds of stores. 
“Boot and shoe” stores are discovered 
to be dealing in no less than thirty 
classes of goods, including crockery, 
drugs, and musical instruments. But, 
if saxophones are sometimes sold in shoe 
stores,.there is a “reverse” of that situa- 
tion. One of our investigators went into 
a “music store.” He found the musical 
goods pushed off to one corner, while 
the proprietor was apparently devoting 
most of his efforts to the sale of gro- 
ceries, canned goods, milk and bread. 
Related and entirely unrelated types of 
merchandise now find themselves side 
by side in nearly every type of retail 
store. 

These things are symptoms of the 
present-day confusion in retailing—and, 
in fact, in most of the phases of our 


distributive system. Probably never be- 
fore in the history of merchandising has 
there been such an overlapping of ac- 
tivity—such an ambiguity as to func- 
tions—such surprising clashes and tp- 
heavals and bold invasions of hitherto 
alien territories. 

Distribution is emphatically in a state 
of flux. The rapidity of the changes 
within the past few years has been posi- 
tively startling. And all the difficulties 
inherent in that fact are enormously ac- 
centuated by our relative lack of knowl- 
edge as to precisely what is happening. 
We need dependable data. Such infor- 
mation will he'p not only distributors 
and retailers but manufacturers as well. 
We are confronted by such questions as 
“What is the true magnitude today of 
sales through chain stores?” Until our 
experimental distribution census was 
taken in the eleven cities in 1927, there 
had been only vague estimates on this 
point, and those were so widely at va- 
riance as to be almost ludicrous in some 
instances. 

In all, more than 93,000 retail estab- 
lishments and 17,000 wholesale estab- 
lishments were enumerated in the ex- 
perimental census. The retail sales 
aggregated $4,224,109,100. Current es- 
timates of the total annual retail busi- 
ness in the United States center about 
the figure of $40,000,000,000—so, on the 
basis of these estimates, the experimen- 
tal census of distribution included ap- 
proximately one-tenth of the retail trade 
of the United States. 

Now it was found that about 85 per 
cent of the stores enumerated were in- 
dependently owned, and these accounted 
for $3,011,090,300, or 71.3 per cent of 
all sales. That left 14,150 chain stores, 
or 15.1 per cent of the total number, 
accounting for $1,213,018,800, or 28.7 per 
cent of the business. For the census as 
a whole, the average sales per chain 
store were $85,726, as compared with av- 
erage sales per independent store of 
$37,743. 


Disquieting Figures 


| ie any attempt to judge these figures 
at the present time, it must of course 
be remembered that there has been a 
pronounced change even since 1927. All 
the evidence at hand would indicate that 
this shift has increased the proportions 
of the business to be credited to the chain 
stores. 

Concentrating our attention for a mo- 
ment on the independent stores, we find 
a surprisingly large number of these 
whose annual volume of business is less 
than $25,000. In fact, approximately 28 
per cent of the establishments reported 
a volume of less than $5,000 each—and 
the degree of their profitableness is sug- 
gested by the fact that only 1.68 per 
cent of the business was done by this 
class. 

Standing out very sharply is the fact 
that, when this experimental census was 
taken, 46.5 per cent of the independent 
retail stores were doing only a little 
more than 5 per cent of the total volume 
of business—while, on the other hand, 
one-twentieth of 1 per cent of the num- 


ber of stores were doing 16.5 per cent 
of all the business. 

These figures are undeniably disquiet- 
ing. With respect to a vast number of 
small stores, they reveal an insecurity, 
a “precariousness” of operation, which 
deserves to be most carefully considered 
by every element in our American busi- 
ness life—with a view to the betterment 
of conditions, wherever that is possible. 


To Avoid Large Losses 


experience gained in making the 
test censuses has been of substantial 
value to the Department in planning for 
the national census of distribution. We 
have found many places where improve- 
ments can be made. It has been ascer- 
tained that retailers and wholesalers 
keep a great deal of pertinent informa- 
tion that was not included in the test 
censuses. 

The census promises to show, for the 
first time in the history of the country, 
the total value of retail and wholesale 
business by classes of stores and by com- 
modities for a large percentage of the 
total sales. It will certainly be of very 
great value for business men to know 
the total sales of the various types of 
merchandise and the several classes of 
stores through which they are handled 
in each of the important cities, and also 
to have this information available by 
state and other. political subdivisions. 
With the present lack of knowledge as 
to how and where sales are made, and 
in what volume, manufacturers and 
wholesalers often find it impossible to 
prepare sales territories intelligently or 
to plan their business in a genuinely 
efficient manner. 

They will be enabled, by the new cen- 
sus data, to avoid the large aggregate 
losses which inevitably result from the 
vigorous canvassing of trade whose 
scanty and highly diversified purchases 
are incapable of yielding a profit com- 
mensurate with the cost and effort of 
obtaining the orders. In such cases, the 
expense of selling often eats up any pos- 
sible profit—yet the injudicious and 
maladroit effort goes on, and its unwis- 
dom is not clearly realized by those re- 
sponsible for its continuance. 

While it is surely desirable to en- 
courage the small business men and 
make them more efficient, it is vastly 
important to our consumers, as a whole, 
that distribution expenses be lowered. As 
a result of the test censuses, we are told 
by some manufacturers and other dis- 
tributors that more infrequent calls will 
be made on the smaller stores—though, 
at the same time, care will be taken to 
render a satisfactory sales service to 
this class of merchants. 


Vast Monetary Savings 


ie has been suggested that a special 
inquiry should be added to gather ac- 
curate data with regard to industrial 
purchases by manufacturers. This is 
ordinarily referred to as the “raw-mate- 
rial census.” A test census of this na- 
ture was taken in Cleveland, Ohio, to 
ascertain the practicability of incor- 
(Continued on page 1150) 
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—recently installed in the City Treas- 
urer’s Office in Los Angeles, Cal., by 
Baldwin & Burke Safe Co., Los Angeles 
agent for The National Safe & Lock Co. 


OU can buy beautiful-looking vault 

equipment that does not cost as much 
as National must charge, but nowhere 
else can you get the combination of 
PROTECTION, BEAUTY and PRICE 
that National offers. 


National is the only manufacturer offering 
a five-year GUARANTEE that their vault 
doors will resist any form of burglarious 
attack. National has spent 45 years study- 
ing vault design and perfecting vault doors 
to combine BEAUTY and PROTECTION 


to the highest degree. And National 
pioneered the furnishing of distinctive vault 
equipment embodying all the features of the 
designs of the most eminent bank vault 
engineers without the usual prohibitive 
cost. National’s large volume and modern 
production made it possible. 


Before considering any changes in your 
present vault equipment, be sure to see our 
40-page booklet describing modern instal- 
lations and facts about vault construction 
which every banker should know. 


The coupon below will bring it to you— 
without obligation. 
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Ox Cart’? Methods Not Used in This Bank! 


The Only 
Equipment 


Picture 
Are 
the Four 
Telauto- 


graphs 


This Bank 
Has 32 
Telauto- 
graph 
Stations 


in Use 


AS THE TELLER WRITES DEPOSITOR’S NAME— 


THE BOOKKEEPER ACTS IMMEDIATELY—AND— 


THAT DEPOSITOR’S ‘“SBALANCE” APPEARS BEFORE THE TELLER’S EYES! ALMOST 
SILENT! SECRET! 100% ACCURATE! INSTANTANEOUS! ONLY 2 OPERATIONS 
NECESSARY—TELLER WRITES NAME—BOOKKEEPER WRITES BALANCE 


AND 
AN INDELIBLE RECORD REMAINS ON AN ENDLESS ROLL AT EACH STATION! 
FIFTEEN YEARS AGO TODAY 


And before telautographs became as well known as 
they are today, bankers everywhere were buying 
costly communicating devices, pipe-like conveyors, 
basket-like conveyors and even speaking tubes in an 
effort to establish safer contact between the tellers 
and the bookkeepers, but it availed them little. 
During, and since, the World War, they discovered 
the telautograph (which only requires a few wires 
for installation and which takes the place of the 
cumbersome devices mentioned) and now only the 
disused pipes remain to remind them of the expense 
which was thought so necessary many years ago. 


More than 1000 banks (large and small) are using 
over 5500 telautographs for teller-bookkeeper com- 
munication and each day finds at least another bank 
adopting this valuable device—not to displace tele- 
phones, but to augment the telephone service in the 
institution, and principally to provide the most ac- 
curate and consequently safe means of transmitting 
messages pertaining only to the payment of checks. 
The charge per annum figures but 56 cents per day 
for one teller—74 cents per day for two tellers, etc. 
Also, by cutting a small opening in the grill work 
two tellers may use one telautograph with the 
consequent saving in rentals. 


TELAUTOGRAPHS ARE ALSO USED TO CONNECT BRANCH OFFICES WITH THE 
BOOKKEEPERS AT THE MAIN OFFICE—THUS SAVING BOOKKEEPING EXPENSE! 


WRITE FOR OUR BOOK “THEY SHALL NOT PASS”—IT EXPLAINS FULLY—IT IS FREE OF COURSE. 


Telautograph Corporation, 16 W. 61st St., New York City 
SERVING BANKS SINCE 1902 


When writing to advertisers please mention the American Bankers Association Journal 
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EGULATION of the grain ex- 
changes by the Federal govern- 
ment is limited in its scope. 
Exchanges that operate a futures 
market are the only ones subject to reg- 
ulation and these are affected but to a 
partial extent. 

The authority for regulation is found 
in the Grain Futures Act of 1922 and 
this in turn rests upon the constitutional 
powers of Congress to regulate com- 
merce. The law is the outgrowth of 
thirty-five years or more of congres- 
sional investigation and debate concern- 
ing speculative evils and was passed in 
response to the insistent demands of 
agricultural interests for some measure 
of control over what they long had re- 
garded as a too convenient instrument 
for the manipulation of prices. 

Compared with some of the proposed 
legislation, the Grain Futures Act is 
extremely mild in its provisions and 
seeks only to correct certain practices 
and conditions that have been regarded 
generally as attaching discredit and dis- 
repute to otherwise useful and desirable 
agencies of commerce. In many respects 
the Act is different from the ordinary 
form of regulatory law. 

Instead of vesting large discretionary 
powers in a regulating body or com- 
mission, the law specifies the abuses that 
are to be corrected and fixes the re- 
sponsibility for preventing those abuses 
directly upon the grain exchanges them- 
selves. 


Regulate Themselves 


6 hae law does not undertake to dictate 
how trading shall be conducted; it 
exercises no control over commission 
rates or other charges and assumes no 
general supervision over the activities of 
the exchanges. The usual form of reg- 
ulation would commit this power to the 
government. 

Under the terms of the Grain Futures 
Act no market may be licensed to carry 
on trading in grain futures unless it 
meets conditions and assumes obligations 
described briefly as follows: It must be 
suitably located with respect to the sale 
and movement of grain and the avail- 
ability of a satisfactory inspection ser- 
vice; it must undertake to prevent the 
manipulation of prices by members and 
operators; it must undertake to prevent 
the dissemination of false and mislead- 
ing crop and market information; it 


must not deny membership representa- 
tion to properly qualified cooperative 


Grain Trading Under the Statute 


By J. M. MEHL 


Government Regulation of Future Trading on Grain Exchanges 
Fails to Prevent Speculation or Erratic Price Fluctuations 
Government Attitude Described as One of Friendly 
Interest and Desire to Improve Facilities for Operations. 


A Lesson 


Overlooked 


ERSISTENT agitation 

in Congress for new leg- 
islation aimed at Wall 
Street activities seems to 
overlook the lesson’ of 
nearly six years of govern- 
ment regulation of trading 
in grain futures. Expe- 
rience has shown that Fed- 
eral statutes do not accom- 
plish all of the things of 
which they are thought 
capable nor is their en- 
forcement always accepted 
without determined oppo- 
sition. This article is a 
sympathetic analysis of the 
working of the grain fu- 
tures law. 


associations of producers, and it must 
provide for making effective the final 
orders of the government in case of 
violations and for making effective the 
lawfully authorized rules and regula- 
tions of the Secretary of Agriculture 
relative to the keeping of records and 
the filing of certain reports. Punish- 
ment by fine and imprisonment is pre- 
scribed for persons violating some of the 
provisions of the law. 

The exchanges always have claimed 
that they are better able to prevent 
manipulation and other trade abuses 
than any other agency. The law then 
takes them at their word. If they fail 
to do what they have voluntarily as- 
sumed to do when licensed as futures 
markets, their licenses may be revoked 
and the right to maintain a futures mar- 
ket thereby lost. Thus exchanges subject 
to regulation are permitted in a way to 
regulate themselves so long as they do 
a good job of it, but here also the right 
of self-government belongs to those 
capable of governing themselves. 

It may be stated as axiomatic that no 
business and no industry surrenders 
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willingly to government regulation no 
matter how mild it may be or how neces- 
sary from the viewpoint of public in- 
terest. The grain exchanges were no 
exception. They fought the enactment 
of the Grain Futures Act from every 
standpoint. After it became a law they 
sought to have it set aside as unconsti- 
tutional but failed. A suit brought by 
one large Chicago firm and later joined 
in by several other firms is pending now 
in United States District Court to enjoin 
the government from enforcing certain 
regulations of the Secretary of Agri- 
culture relating to the making of reports 
and the examination of records. 

Objections now appear to _ center 
largely on a regulation which requires 
clearing members to report specially on 
the accounts of large traders. Clearing 
members of the Chicago Board of Trade, 
for example, must report all accounts on 
their books that show a net open position 
in any wheat, corn or oats future equal 
to or in excess of 500,000 bushels. In 
the rye and barley futures any account 
showing open interests of 200,000 bushels 
or more must be reported. The reports 
are made daily by secret key numbers 
or symbols. 


Less Speculation 


reports are intended to inform 
the administrators. of the law con- 
cerning the speculative operations of 
large traders and groups of traders so 
that questionable practices may be dis- 
covered and steps taken to free the mar- 
ket of improper influences as much as 
possible. 

It is claimed that the reporting re- 
quirements have driven speculators out 
of the market because they object to 
having their operations made known to 
government officials; that in consequence 
the markets have been narrowed, prices 
depressed, and the volume of trading 
reduced to a large extent. 

The most amazing kinds of statements 
have been broadcast over news tickers 
and through the daily press in support 
of this view. It has been made to appear 
that regulation of future trading has 
settled over the famous Chicago Wheat 
Pit as a “black plague,” driving buyers 
out of the market and leaving nothing 
but the vacuum of fleeing speculators 
to support the farmers’ side of the mar- 
ket when they need to sell. 

So vigorously and persistently has 
opposition to the regulations been 

(Continued on page 1151) 
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A Billion of American Capital 


in Canada 


By C. W. SHORT 


The Canadian Bank of Commerce, Toronto 


The Country, Regarded by So Many as Deriving Its Wealth Prin- 
cipally from Agriculture Has in Recent Years Made Great Strides 


in Industrial Development. 


Industry Now Sweeping Into the 


Prairie Provinces. Has Forged Ahead in Some Manufacturing. 


ANADA has long been known 
as a country with great agri- 
cultural and forest assets and, 
therefore, one where farming 
and timber-felling are preeminent. This 
is a quite reasonable view, for undoubt- 
edly these two resources laid the foun- 
dation for Canada’s economic structure 
as it stands today. Mining also has 
contributed to Canadian economy, par- 
ticularly in recent years, in which the 
discoveries of precious and base metals 
rank among the most notable in world 
mining. The fisheries on the Atlantic 
and Pacific Coasts are the chief support 
of many Canadians, and are among the 
most important on the globe. This com- 
bination of natural resources could 
rightly be regarded as sufficient to sus- 
tain a nation in prosperity and to pro- 
vide for continued progress along a 
broad economic front, but it is apt to 
obscure another major factor in Can- 
ada’s advance to a high place in world 
commerce, namely, industrial expansion. 
Most of the leading nations in world 
industry owe their rise to the so-called 
“industrial revolution,” but Canada’s 
advance in this direction is the result 
of “industrial evolution.” For two and 
a half centuries Canada was a colony, 
first of France and then of England, and 
as such was regarded merely as a source 
of raw materials and a market for the 
parent country’s manufactured wares. 
In fact, industrialism was discouraged, 
if not actually held in check. But colo- 
nizers must be enterprising, and so we 
learn that the first harvest in Canada, 
in 1605, was immediately followed by 
the grinding of grain, the beginning of 
a great flour-milling industry. Other 
primitive forms of manufacture were 
developed, mainly to meet the most 
pressing needs of these early settlers 
for food, glothing and shelter when sup- 
ply ships from France were delayed or 
lost at a time when an ocean voyage 
was a dangerous undertaking. 


Cloth from Basswood Bark 


N one oceasion, in 1705, the loss of 
a convoy made it necessary for the 
colonists to spin cloth from the fibers 
obtained from nettles and basswood 
bark, an event that led to sheep-raising, 
the production of homespun woolens, 


We Go Together 


THE welfare of Canada 
never can be a thing 
apart from the welfare of. 
the United States for we 
are separated by no Chin- 
ese Wall, but we are bound 
together by innumerable 
ties. Beyond all sentiment 
is the fact that the pros- 
perity of the one, acts and 
reacts upon the other. The 
industrial development of 
Canada sketched the 
article, though interest- 
ing as a record of achieve- 
ment, is most important as 
indicative of a future which 
American capital is help- 
ing to build. 


44". 0.4.8, 0.0.9.0. 0.0.0.0, 0.0.0, 


and eventually to spinning and weaving 
mills. 

Shipbuilding, with wood as the chief 
material, commenced as early as 1606 
and flourished for over two centuries 
until the world turned to iron and steel 
vessels. Iron mining and _ smelting 
started in 1733. But with the excep- 
tion of shipbuilding, which was fostered 
by trade with other countries, the in- 
dustrial operations just outlined were 
strictly local, in reality a form of com- 
munal enterprise and commerce, and 
they continued largely as such until 
about midway through the 19th century, 
when a spirit of industrial independence 
began to assert itself, for one reason, 
because the abrogation by Great Britain 
and the United States of preferential 
and reciprocal treaties threatened to 
shut Canadian products out of these two 
countries. - 


This movement 
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gained support in 1867 when the coun- 
try was bound into one economic unit 
through the federation of the separate, 
self-governing sections of the country, 
which automatically removed the tariff 
barriers existing between them and 
opened free commercial channels of na- 
tional extent. Statistics of manufac- 
tures were not compiled at that time, 
but the gross value of industrial mate- 
rials and goods probably did not exceed 
$200,000,000. There was steady but not 
startling progress in the next thirty 
years, the value in 1900 being about 
$500,000,000. From that year on the 
growth of Canadian industry has been 
accelerated, and at times retarded, by a 
series of world economic and _ political 
happenings. 


The Stimulating Factors 


Eee stimulating factors have been a 
great sweep of land settlement in the 
western provinces accompanied by new 
railway construction, the development of 
water power, and increasing interest on 
the part of American manufacturers in 
the markets of Canada and the British 
Empire, and, as is now realized, a shift- 
ing of industrialism from the Old World 
to the New, particularly during the 
Great War, when Europe lost its firm 
hold on world markets. 

This new alignment and the necessity 
for providing a large part of her own 
requirements and furnishing war mate- 
rials caused a very marked expansion 
in Canada’s manufacturing capacity. 
Incidentally, it may be of interest to 
note that in the second half of 1917 
she supplied 50 per cent of the shrapnel 
and about 25 per cent of other kinds of 
shells used by the British armies. By 
1920 the gross value of manufactured 
products was $3,772,000,000. 

Then came the depressing aftermath, 
and in the next four years no less than 
1400 factories and mills were closed 
to adjust industrial capacity to peace- 
time requirements. A cycle of prosper- 
ity commenced late in 1925, and since 
then Canada has forged ahead indus- 
trially at a remarkable pace, achieving 
some of the most outstanding records 
in modern economic history, for now she 
turns out industrial products with an 

(Continued on page 1153) 
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Letters That Are Dangerous 


By W. R. MOREHOUSE 


Vice-President, Security-First National Bank, Los Angeles 


Safer and Better Methods of Introduction Are Needed. Many 
Forms in Use Are Unfair to the Banks and to Merchants and 
They May Subject a Bearer to Humiliation. 


Letters Without Limiting Time or Amount. 


N the interest of better and safer 
banking more attention might prof- 
itably be paid to the use being made 
of letters of introduction for, unless 

a letter of introduction is so worded as 
to be uncomplimentary to the person it 
introduces, it is certain to carry with it 
more weight than just an introduction. 
Under no circumstance, should letters 
of introduction be issued that are ad- 
dressed “To whom it may concern” or 
“To any bank or banker.” At least, the 
issuance of this practically unrestricted 
type of letters ought to be regarded as a 
breach of banking ethics, for the reason 
that they permit of too much latitude 
in their use. Bankers everywhere should 
raise their voices in protest against the 
present practice of some banks in issuing 
such letters. As a rule, such letters are 
unsatisfactory, not only to those using 
them, but are resented by many of the 
bankers to whom they are presented. 


Grossly Misleading 


the person to whom a 
bank gives such a letter assumes 
that it is in proper form and acceptable 
to any banker to whom he presents it. 
In this particular, such letters are 
grossly misleading, for the inference is 
that they are good at any bank. The 
truth is, only a very limited number of 
banks will recognize them. Not until 
the holder presents his letter a few times 
will he discover that some banks look 
with disfavor on his credentials, regard- 
less of how flatteringly they speak of 
him. He will observe that some bankers 
show signs of irritation and perhaps in- 
dignation, especially when called upon 
to cash his personal checks. This dis- 
covery may be made when it is too late 
to make other arrangements for greatly 
needed cash. 

A serious objection which many bank- 
ers raise against the issuance of intro- 
ductory letters addressed “To whom it 
may concern,” or “To any bank or 
banker” is that the letters never are re- 
turned to the issuing bank after they 
have served the purpose for which they 
were written, nor are they destroyed. 

I had such a letter presented to me 
recently. It was over five years old. 
The paper on which it was written had 
begun to turn yellow, and was separating 
at the folds. The holder is a solicitor, 
who goes from place to place taking 
orders for a large manufacturing com- 
pany, and accepting checks as a small 


These checks he un- 
dertakes to convert into cash before 
leaving each town. He said that this 
letter had helped him to get hundreds 
of checks cashed, although some of them 
were made payable to the firm he rep- 
resented. Doubtless this one “To any 
bank or banker” letter of introduction 
had served the purpose for which it was 
written several years before, and the 
banker who had written it little dreamed 
it was still seeing service. 

I can not imagine a more dangerous 
weapon in the hands of an irresponsible 
person than one of these “To any bank 
or banker” letters of introduction. In 
hundreds of instances, it would throw 
bankers “off their guard” and make them 
susceptible to an appeal to cash checks. 


down payment. 


Used in Stores 
T= other day a woman called and 


presented another letter of the type 
under discussion. The number of small 
checks which she asked me to cash in- 
stantly aroused my suspicions, and led 
me to inquire concerning the purpose of 
her letter of introduction. I also asked 
if she was finding the letter of much 
help to her. Apparently my sympa- 
thetic attitude disarmed her, for she 
replied: 

“Oh, yes, indeed, I do,” adding, “not 
only in cashing checks, but I find it a 
great help at the various stores where 
I want to get credit. All I have to do is 
to present this letter and I can get credit 
at most any store. It is a great help to 
me, and I use it almost every day.” 

Whether or not this woman had paid 
all the bills which she had been enabled 
to incur by presenting the letter, is 
doubtful. My own conviction is she had 
not, and yet she had been able to obtain 
credit in practically every store for no 
other reason than because she had the 
letter. This one letter therefore was a 
real menace to merchants, and unfor- 
tunately, a banker is responsible for it. 


An Expiration Date 
Necessary 


SERIOUS mistake some bankers are 
making is failing to state in their 
letters of introduction a future date 
when such letters are no longer in effect. 
Bankers might get together and reach 
an understanding that letters of intro- 
duction that are over a certain number 
of months old are not in force. They 
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Possibilities of 
Specimen Letters 


have an understanding as to when a 
check is regarded as being “stale,” and 
some such rule might apply with equal 
effectiveness to letters of introduction. 

If for no other reason than the fact 
that the financial and moral status of 
individuals are constantly undergoing a 
change, and as there is no way of de- 
termining whether that change will be 
for better or worse, all letters of com- 
mendation should provide in them a fixed 
date when they cease to function. 

Another point of common neglect is 
in failing to supply a specimen signature 
of the holder, as a means of identifica- 
tion. Too often, this important identi- 
fying mark is omitted, placing the 
banker to whom the letter is presented 
in a tight place, for there is nothing 
about the letter which establishes the 
identification of the presenter. The ab- 
sence of a specimen of the holder’s sig- 
nature practically nullifies the purpose 
for which the letter was written, for 
there can be no introduction if the per- 
son presenting the letter has no way of 
identifying himself. 

The absence of this means of identifi- 
cation will, in a majority of instances, 
cause banks that would otherwise have 
extended a favor to turn away the pre- 
senters of these letters with the bank’s 
regrets and not with some of its cash. 


A Dangerous Practice 


HE most inexcusable and, at the 
same time, the most unbusinesslike 
practice of all is to issue letters of in- 
troduction pledging themselves to honor 
the holders’ checks without stipulating 
a limit as to the amount. There are far 
too many people traveling about with 
just such letters in their pockets. Many 
of these people are of limited responsi- 
bility, and yet they have documents that 
are unlimited as to the amount which 
the signing bank engages itself in writ- 
ing to pay. Probably not one out of a 
hundred of these letters was issued with 
that intent, and yet they read “Should 
Mr. — desire to draw on his account 
with us, his checks will be promptly paid 
on presentation,” or words to that effect. 
Bankers who are issuing letters of in- 
troduction in which the amount they 
pledge their banks to pay is left optional 
with the holders thereof, probably have 
never realized the grave dangers of such 
a practice. 
What does it mean when a bank writes 
(Continued on page 1155) 


To Stop Unfair Competition 


By H. L. STANDEVEN 


Executive Vice-President, Exchange Trust Company, Tulsa, Oklahoma 


Banks and Building and Loan Associations Seen as Occupying 
Neither Should Invade the Territory of the 


Distinct Fields. 
Some Associations Have Over-stepped their Authority 


Other. 


to Practice Banking. Practical Cooperation Proved Possible. 


NE of the many interesting de- 

velopments of present day busi- 

ness methods is that which 

might be called the “combina: 
tion method,” where two organizations, 
or more, whose purposes are similar in 
principle, have begun to work in co- 
operation for their common end, with 
consequent benefit to all. Many times 
these professions or organizations have 
formerly been distinctly antagonistic 
toward one another, fighting against 
each other with a false concept of com- 
petition. 

This change in thought, which has 
become more and more evident in recent 
years, is largely due to the realization 
of the truth regarding competition, 
which is accepted today by business men 
and firms who are most successful. And 
this truth is that there is no competition 
in the sense of fighting for the same 
business from the same persons in an 
individual manner. There is business 
for all, and the need of all will be met 
with corresponding success, according to 
their application of this factor of 
developing their business and their con- 
tacts upon the principle of giving ser- 
vice and meeting a need. 

Upon the understanding of the right 
concept of competition, the savings bank 
is meeting a need and rendering a ser- 
vice distinctly applicable to the savings 
banks; separate and distinct from build- 
ing and loan associations, and other 
investment methods. Broader in_ its 
scope, it is the institution which seems 
to afford a higher average of advantages 
in its effort of endeavor. 


Each Has Advantages 


HE investor has the selection of four 

or five different mediums in which to 
safely place his savings, namely: de- 
posits in savings banks, building and 
loan shares, insurance, investment se- 
curities and other investment offerings. 
As each of these mediums have certain 
advantages which as a whole are not ap- 
plicable to the others, it is not surprising 
that the public is continually asking, 
“which is the best investment?’, “are 
building and loan shares better than sav- 
ings banks?” or “is insurance a safer 
medium in which to place funds than a 
savings bank?”, and similar questions 
which seek an arbitrary opinion of the 
value of one medium over the other. 

The answer to these questions seems 
to me a simple one. Few deny the eco- 


nomic value of life insurance, the place 
a home occupies in our scheme of living, 
the field for the building and loan as- 
sociation, or investment securities. As- 
suming that the laws of the states where 
they operate require adequate protec- 
tion, and the institutions themselves 
have a high concept of their responsi- 
bility and mission for service, the ques- 
tion is, “what are the requirements of 
the individual client?” 

If the above named are not his most 
urgent necessities, then where can he 
turn? I think to the savings bank. And 
that must be the basis upon which we 
analyze this problem. 


Met a Popular Need 


HE history of savings banks gives 

the credit for the idea behind them 
to the French, from the writings of 
Hugues Delestre as far back as 1610. 
It has been said that they had their lit- 
erary beginning in France, their first 
practical test in Germany, and the first 
statutory regulations in England. These 
were only the crude beginnings of the 
savings bank which was made business- 
like by the Rev. Henry Duncan in Scot- 
land in 1810, and from which we date 
the modern savings bank. 

All bankers are more or less familiar 
with the history of the savings bank in 
America, and with the problems it has 
faced in its growth and progress, includ- 
ing the period of the ’60’s and ’70’s in 
New York, when it was organized purely 
for speculation. The first organization 
in this country was known as “The Prov- 
ident Institution for Savings in the 
Town of Boston,” and was chartered De- 
cember 13, 1816. It is said that this 
was the first public act of legislation in 
the world which recognized the benefi- 
cent character of savings banks and 
vested them with the sanction and pro- 
tection of the law. 

It met a popular need, it was a ser- 
vice which benefited the people, and be- 
cause it was founded on ideals of ser- 
vice and the common good, it has grown 
and prospered into the great financial 
bulwark which in the aggregate means 
so much today to the prosperity of the 
world. 


Are Here to Stay 


ed to analyze the building and loan 
associations: Like banks these great 
financial agencies have been the out- 
growth of necessity. The original build- 
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ing and loan idea was conceived about a 
century ago. The first building and loan 
association was organized at Philadel- 
phia for the dual purpose of creating a 
safe and profitable investment of funds 
for its stockholders, and of enabling 
these same stockholders to build and 
own their own homes. The last purpose, 
namely: the building of homes for its 
own stockholders, was the dominating 
idea underlying the building and loan 
association. This fundamental, underly- 
ing idea is the foundation stone upon 
which all bujlding and loan associations 
have been built and their success in the 
business world has been built upon the 
home ownership idea. 

These associations have been directly 
responsible for building millions of 
homes in America, and millions of fami- 
lies are now enjoying the happiness and 
contentment that comes to a satisfied 
home owner by reason of the fact that 
he was enabled to build his home through 
the agency of a building and loan asso- 
ciation. This wonderful result could not 
have been accomplished through the 
channels of activity of a savings depart- 
ment or any other of the present depart- 
ments of the banks of the country. 
Therefore, to my mind, the building and 
loan associations occupy a field in our 
economic, social and business world that 
is not filled by any other business 
agency. Like any other business ren- 
dering a fundamental service, these 
agencies are here to stay, and will con- 
tinue to grow and render a service to the 
American people that no other agency 
has been able to fulfill. I am informed 
that there are approximately 13,000 mu- 
tual building and loan associations in 
the United States with total assets of 
approximately $8,002,000,000, _—repre- 
sented by the savings of over 11,300,000 
people. 


Criticism Well Founded 


f py bankers of the country can have 
no objections to the activities of the 
building and loan associations so long as 
these associations confine their activities 
to building and loan affairs and do not 
usurp the fundamental rights of bank- 
ing and attempt to make out of them- 


selves a savings or commercial bank 
without complying with the banking 
‘aws of the states in which they are or- 
The criticism directed against build- 
(Continued on page 1156) 
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THE FORBIDDEN CITY 


was impossible 


His Imperial Highness Emperor of China ruled the 
vast domains of his empire from within the sacred 
precincts of the Imperial Palace. Descendant of 
Heaven, he guided the destinies of 400,000,000 souls 
from the famous Forbidden City. This most sacred of 
men was protected from danger by a nest of walled 
cities. The walled Forbidden City was surrounded by 
the walled Imperial City, this in turn by the walled 
Tatar City, and the whole by the immense walls of 
China. Hundreds of soldiers guarded the gates and 
patrolled the walls, which were forty feet high and 
sixty feet thick, of concrete and brick. 

Impossible of ingress as the Forbidden City, Diebold 
Bank Vault Doors are thwarting attempts of bur- 
glars and criminals the world over to get the wealth 
back of them. The list of our installations will con- 
vince you. Our years of experience, our expert 
knowledge of design and our complete production 
facilities enable us to build any size vault needed. 
Write for complete details for your files. 


DIEBOLD SAFE & LOCK CO., CANTON, OHIO 


IEBOLD@ SAF 
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208 


South La Salle Street 
Chicago 


This is the new address of Central Trust 
Company of Illinois—now located in larger 
and better equipped banking quarters in 
the heart of Chicago’s financial district. 


You are cordially invited to make it your 


business address when you are in Chicago 
and to use Central Trust Company of 
Illinois as a Chicago office for your bank 
at all times. It will give you the same ser- 
vices which you would expect if you main- 


tained your own office on La Salle Street. 


CENTRAL [RUST 
COMPANY OF ILLINOIS 


208 SOUTH LA SALLE STREET 


CHICAGO 
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To Keep Loans Liquid 


By L. K. MEEK 


President, Security Bank and Trust Company, Ponca City, Oklahoma 


Uniform System of Handling Loans Insures Proper Liquidity. 
Classification of Credit Extensions by Types According to 


Security Enables Constant Check to Hold Frozen Paper Down 


HE note case is the heart of a 
banking institution. A_ liquid 
note case is the basic idea under- 
lying successful bank manage- 

ment. A sound note case means a sound, 

substantial banking institution, and just 
as surely, an unsound, unliquid, frozen 
note case means an unstable and, in 
some degree, unsafe banking institution. 

In every commercial bank there are 
three classes of earning assets and the 
term “liquidity” applies in varying de- 
grees to all of these three classes of 
assets. 

First, there is cash and sight ex- 
change, consisting of money in the vaults 
of the bank and reserve deposits in other 
banks. These are primary reserves and 
are 100 per cent liquid. 

Second, are those assets classed as sec- 
ondary reserves, consisting of govern- 
ment, municipal and various classes of 
industrial bonds. These are not as liquid 
as primary reserves, but are more liquid 
than commercial credits because they are 
more easily and readily marketable. 

Third, are those reserves which consist 
of the credit or note assets of the bank. 
These are, and have a right to be less 
liquid than either of the other two 
classes of.reserves. It is the degree of 
liquidity which should apply to the note 
assets of a bank and the maintenance of 
this standard of liquidity with which we 
are dealing at this time. 


Six Classifications 


note assets in every commercial 
banking institution may accurately 
be divided into six classifications. Com- 
mercial bank note assets naturally divide 
themselves into six separate types of 
credit lines and every note can be defi- 
nitely placed in one of these six classifi- 
cations. In order to determine the de- 
gree of liquidity which applies to the 


note case of any bank, it is first neces- 


sary to establish and define these six 
classifications and then take each note— 
one by one—analyze the facts associated 
with it and by an accurate application 
of proper credit standards and credit in- 
formation, determine the class to which 
it rightly belongs and place it in that 
classification. 

What are these six classifications? We 
have outlinea a definite, detailed state- 
ment of facts and credit conditions which 
establish each classification. These facts 
and credit conditions have to do with 
the borrower himself and with the char- 


to Minimum. Method Urged Automatically Sets Loaning Limit. 


acter and quality of the security he gives 
to our bank. 


Classification No. 1—This includes all 
notes and credit lines which are collater- 
ally secured, where the collateral is readi- 
ly marketable and has value unquestion- 
ably sufficient to pay the indebtedness the 
borrewer owes at the maturity of his 
note, if payment should be required. 

Classification No. 2—This includes all 
notes and credit lines supported by finan- 
cial statements which show that the bor- 
rower is in liquid financial condition ; 
that he can pay the debt he owes without 
liquidating his business, at the maturity 
of his note or within a reasonable time 
thereafter, if demand for payment is 
made. The financial condition of the bor- 
rower must be highly liquid and his posi- 
tion of current liquid resources against 
current liabilities must not be less than 
two to one. In our bank, we permit the 
judgment of the officer 
judgment of all the loaning officers to 
determine this condition, without financial 
statement, on a basis of known informa- 
tion, where the total of the credit line in- 
volved is not in excess of $500. 

Classification No. 3—This includes 
notes and credit lines which are secured 
by chattel mortgages covering properties 
for sale, cr at least easily salable. Only 
credit lines known to be highly liquid and 
not capital investment in character, are 
included in this classification. 

Classification No. 4—This_ includes 
notes and credit lines secured by first 
mortgages on real estate where the value 
of the security is ample for the loan and 
where the financial ability of the bor- 
rower to meet the interest and principal 
payments required by his contract, is 
unquestioned. 

Classification 
capital 
considered good and_ collectible over a 
period of time but known to be slow, 
more or less frozen, and not desirable for 
a commercial bank. 

Classification No. 6—This_ includes 
notes and credit lines that have become 
undesirable and questionable—possibly in- 
dicating losses—and that need the care- 
ful and continuous personal attention of 
some credit or bank officer. This classi- 
fication includes those credit lines that 
should be eliminated from the note as- 
sets of the bank at the earliest possible 
date. 


Under classification No. 1 are in- 
cluded those notes which are supported 
by collateral security, but we limit the 
character of this collateral security to 
that which is readily marketable and 
having value unquestionably sufficient: to 
pay the indebtedness the borrower owes. 
Any note secured by collateral of this 
class is unquestionably liquid and prob- 
ably constitutes the most liquid part of 
the note assets of any commercial bank. 
No banking institution ever found itself 


No. 5—This includes 


in trouble as a result of having notes in . 


its assets that were secured by the class 
of security which is required by this 
classification. 

Under classification No. 2, which 
includes open credit lines based upon 
financial statements reflecting the finan- 
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or the collective. 


investment notes and credit lines - 


cial condition of the borrower, the re- 
quirement of this classification is that 
the borrower shall be in a liquid finan- 
cial condition; that he can pay the note 
he owes at maturity or within reasonable 
time thereafter without liquidating his 
business; that his financial condition, as 
concerns current liquid resources as 
against current liabilities, must not be 
less than two to one. 

The test of this classification is pri- 
marily that of the borrower’s ability to 
pay his debt and still remain in busi- 
ness. The note may be good and surely 
collectible, but not properly classable as 
No. 2, because it would require liquida- 
tion of resources to an extent that would 
put the borrower out of business, if he 
were required to pay his debt. So, from 
the standpoint of liquidity, the borrower 
must be able to pay and still maintain 
the entity and solvency of his business, 
if his note is to be properly placed in 
classification No. 2. 

In classification No. 3 only credit lines 
secured by chattel mortgages on proper- 
ties for sale or easily salable are to be 
included. Unquestionably, there are 
notes in banks, secured by chattel mort- 
gages, that are safe and sound, but be- 
cause the property mortgaged is not 
easily salable—many times not even for 
sale—such notes cannot be placed in 
classification No. 3. Some of the notes 
which belong in this classification are 
those secured by chattel mortgages. on 
stock cattle on the farm; on grain in the 
storage elevator or cotton in the ware- 
house, and on new automobiles in the 
warehouse supported by a successful 
dealer. I would not, however, place in 
this classification farmer notes secured 
by chattel mortgages on horses and 
mules which the farmer must use in 
handling his crops and operating his 
farm; or, upon the automobile or truck 
which an individual or firm uses in its 
business; or, upon household goods or 
furniture and fixtures of various classes. 
In all of these latter ¢ases, values may 
be sufficient, and the loan-safe, but the 
degree of liquidity is lacking because the 
condition of cashability is lacking. 

In classification No. 4 two require- 
ments are set up; namely, that the value 
of the property mortgaged must be am- 
ple security for the amount of the loan, 
and that the financial ability of the bor- 
rower to meet the interest and principal 
. payments required by his contract is un- 
questioned. In the strict sense of the 
word, these real estate first mortgage 
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loans might not be considered liquid, be- 
cause maturity periods on real estate 
mortgages, as a rule, are not short. 
However, a real estate first mortgage 
loan meeting the qualifications demanded 
by this classification is readily cashable 
through process of sale and transfer and, 
therefore, because note assets of this 
kind may be readily converted into cash 
they should be classed as liquid assets. 


Marked in Red Ink 


N our bank, we hold monthly meetings 

of our discount committee and quar- 
terly meetings of our board of directors. 
Immediately following the close of quar- 
terly periods on March 31, June 30, Sep- 
tember 30, and December 31. each year, 
the notes of our bank are placed before 
a special credit classification committee 
of our board of directors. Financial 
statements, collateral records, credit files 
and everything bearing upon these notes 
are inspected and carefully analyzed by 
the members of our discount committee 
and the composite judgment of our offi- 
cers and directors is determined with 
reference to each and every note. 

Every note in our bank is placed in one 
of the six classifications determined by 
collateral records, credit files, financial 
statements, past experiences, etc., in the 
bank’s possession, and as these may be 
supported, confirmed or modified by ad- 
ditional information furnished by the 
members of our discount committee. 

The classification given each note is 
indicated by placing the figure 1, 2, 3, 4, 
5, or 6 in red ink in the upper righthand 
corner of the note. Those notes that 
clearly and unquestionably meet the 
standards of classification No. 1 carry 
the figure “1” in red ink; the same con- 
ditions apply to those notes falling in 
each of the other classifications. If there 
is a reasonable doubt that a certain note 
clearly and unquestionably meets the re- 
quirements of one of the first four classi- 
fications, the bank is given the benefit of 
this doubt and the note is given a lower 
classification. This establishes some- 
thing in the nature of a probationary 
condition until more definite information 
is obtained or better and stronger col- 
lateral secured, at which time the note 
may be moved up in its classification if 
such procedure is justified. 


Through the Searchlight 


HEN this quarterly analysis has 
been completed and every note in 
our bank has passed through this search- 
light of examination, we are then in a 
position to accurately determine the 
degree of liquidity that prevails in the 
note assets of our bank. In a way, 
we have made a detailed inventory of 
our note assets under six department 
heads or classifications. We must now 
complete our inventory work and get 
the grand total for each department. So, 
we proceed at once to get the total of all 
the notes which constitute classification 
No. 1, then No. 2 and so on for Nos. 8, 4, 
5 and 6. 
If our analyses have been made cor- 
rectly, and if the facts as represented by 
our credit files, collateral records and in- 


formation known to directors and offi- 
cers are accurate and dependable, and if 
all of these facts have been properly ap- 
plied to each note, it unquestionably fol- 
lows that the liquidity of our note assets 
is determined and indicated by the total 
of all notes included in classifications 
No. 1, 2, 3 and 4; classifications No. 5 
and 6 are not and cannot be properly 
classed or included in the liquid assets 
of any commercial bank. 

The total of all notes making up the 
four classifications, as compared with 
the total in the remaining two classifica- 
tions; namely, classifications No. 5 and 
6, determine not only the liquidity of the 
note assets of a bank, but the quality and 
character of the bank’s note case as well. 
For it is certainly true that no banking 
institution can be said to be safely and 
properly managed and directed, and its 
credit policies established upon a sound, 
conservative commercial banking basis, 
if a large portion of the note assets of 
that bank are of the kind and quality 
that make up classifications No. 5 and 6, 
as above defined. 

In a well-managed bank having sound 
credit policies and standards, there will 
be a well balanced condition as concerns 
the volume of loans which make up each 
of the classifications numbered one, two, 
three and four. It is my belief that 
classification No. 1 should include the 
largest volume of loans, but as a matter 
of actual banking practice, classification 
No. 2 probably carries the largest vol- 
ume of loans in the average commercial 
bank, operating under usual commercial 
banking conditions. Under usual condi- 
tions, the volume of notes making up 
classifications No. 3 and 4 should be sub- 
stantially equal. 


Verify Quarterly 


HIS condition will necessarily vary 

as deposit conditions vary in different 
banks. Certainly, no bank should fill its 
note case entirely with real estate first 
mortgage loans and the amount of loans 
in classification No. 4 should be largely 
determined by the volume of deposits 
which a bank carries in its savings ac- 
counts and time deposit departments. I 
am sure that 50 per cent to 65 per cent 
of the average volume of savings ac- 
counts and time deposits may be safely 
and properly invested in real estate first 
mortgage loans. 

After having made these note inven- 
tories and established our classifications, 
which we recheck and verify quarterly, 
it is our practice, day by day, as notes 
are paid and new notes are made, to set 
up debits and credits against the total 
balances shown in each of the six classi- 
fications. By this means we keep what 
mercantile establishments would call a 
perpetual inventory which shows at the 
close of each day’s business the total 
volume of note assets included in each of 
the six classifications. At the close of 
the day’s business, all new notes are 
carefully analyzed by the active officers 
of our bank and given a classification 
determined by the facts which apply to 
each particular credit line granted. 

I have attempted to detail a system 


which attempts to unify the thinking, 
the conclusions and the analyses of our 
officers in forming judgments and in 
making decisions to approve or reject ap- 
plications for credit. 

What are the advantages of this sys- 
tem? 

First of all, it requires a bank officer 
to analyze and classify all credit applica- 
tions by established credit standards be- 
fore, rather than after, the loan is made. 
Every officer knows when he makes a 
loan that it will be reviewed by the credit 
committee of the bank at the close of the 
day’s business and its proper classifica- 
tion determined. He knows exactly what 
the bank’s credit standards and require- 
ments are, and, therefore, he can intelli- 
gently and accurately apply these stand- 
ards himself. 


Tends to Uniformity 


HIS method makes the officer careful. 

It helps him to establish stable meth- 
ods of thinking and properly apply fun- 
damental credit principles. It tends to 
establish uniform bank credit acquire- 
ments and eliminates that most unsatis- 
factory condition existing in so many 
banks, which permits credits to be rela- 
tively easy with one bank officer and 
more difficult with another. It is a con- 
tinuous checking-up system on every 
credit-granting officer, which indicates 
and measures his tendency in credit 
granting. This helps him to know him- 
self and measure his success and ability. 

During the quarterly period, the offi- 
cers of the bank classify the loans they 
make each day, but at the close of the 
quarterly period each and every note 
passes before the discount committee of 
the board of directors, where all classifi- 
cations are checked and verified, and cor- 
rected if wrongly made. 

As sometimees happens in every bank, 
the financial condition of a borrower 
changes. He does not meet the changing 
conditions of the time. He does not keep 
pace with progressive movements. Busi- 
ness begins to decrease; his goods be- 
come shelf-worn. His current condition 
becomes weakened. Where once he was 
a leader in his business, he is now grad- 
ually slipping to second place. 

The quarterly inventory’ analysis 
brings these facts to light, and as a re- 
sult the loan is reclassified and given a 
lower classification. The figure “5” in 
red ink appears in the upper righthand 
corner of this borrower’s note. When the 
note comes due and is handled by one of 
the bank officers, immediately the officer 
is reminded of the lowered classification 
and the conditions which prevail with the 
borrower. The little red figure “5” in the 
upper righthand corner of the borrower’s 
note becomes a danger signal, reminding 
the officer that the credit line should 
be put in proper condition, either by 
strengthening the security back of the 
note or by improving the credit line by 
adequate principal payments. By this 
method, danger signals are always in 
proper place where and when they are 
needed. 

Experience will prove that the ma- 

(Continued on page 1158) 
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This is Number Three of a series of advertisements bearing the general title, “Before the Age of Electricity” 
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FFICE boys of other days probably differed little 
from those of today, in succumbing to the temp- 
tation to loiter by the way. Yet, until recent years, they 
were the only means, other than the mails, of carrying 
messages from one office to another. <» Business men 
no longer wait for messages to be written, sent and 
answered. In the Age of Electricity conversations have 
been substituted for messages. 


< 


Modern business is absolutely dependent 
on Electric Power and Light Companies 
for its existence. Because of this fact, 
these companies will continue to grow as 
general business grows, and their bonds be- 
come more and more desirable investments. 


You'll find much of interest J 
inour booklet,‘‘The IdealIn- 
vestment,"’ which tells why 
Electric-Powerand Light } 
Bonds are so much in favor 
| among careful investors. 


Ask for Booklet T-49, please 


THOMPSON ROSS & CO. 


ESTABLISHED 1912 
INVESTMENT SECURITIES 
29 S. La Salle St. - Bank Floor 
CHICAGO 


NEW YORK BOSTON 


Copyright, 1925 T. R. & Co. SAN FRANCISCO 


When writing to advertisers please mention the American Bankers Association Journal 
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GILBERT SAFETY BOND 
pays Dividends in Gooduill. 


First find out the safety features of Gilbert Safety Bond, its advantages, and 


its value. Use it and explain to your customers its unique merit and we are 


sure that you will receive from your customers the same dividends and good 


will that we are receiving from ours. Dividends of good will are paid on the 
WRITE TODAY for 
sample book showing 
various types of litho- 
graphed and printed 
checks on this new 


GILBERT PAPER CO., Menasha, Wis. safety paper. 
GILBERT SAFETY BON D 


The of Seely Oper" 


“ASK YOUR LITHOGRAPHER OR PRINTER FOR SAMPLES AND PRICES” 


When writing to advertisers please mention the American Bankers Association Journal 


stock of appreciation that results from quality service. 
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Campaigning for Savings Accounts 


By ALLAN B. COOK 


Vice-President, Guardian Trust Company, Cleveland 


Savings Banks Can Conduct New Business Contests Profitably. 
Best Results Obtained by Efforts of Officers and Employees 
Who Are Involved in Relations with Public. Campaigns Using 
Hurrah Methods Found Least Productive of Valuable Accounts. 


OT so many years ago savings 
banks and mausoleums seemed 
alike to the average citizen. 
When he deposited his money 
he felt that here was a fitting place in 
which to bury it. Within those cold stone 
walls peace and quiet ruled. The attend- 
ants—men of solemn mien—trod softly 
and conversed in grave tones only. Gone 
were the quickening impulses and the 
hustle and bustle of the outside world 
once he crossed the threshold to bid a 
fond farewell to his hard-earned funds. 
Making a withdrawal was even worse. 
“Have you considered fully the serious- 
ness of this act?” and like questions were 
accompanied by glances which insinuated 
that he was little better than a ghoul 
desecrating some fond relative’s final 
resting place. 
Then dawned a new era. The automo- 
bile replaced the bicycle. Euchre gave 
» way to bridge. The waltz fell before the 
shimmy. And finally modern salesman- 
ship found a home in the bank. 
Salesmanship—the ability to-make the 
other man burn with desire to purchase 
what you have to offer—such is the po- 
tent force governing industrial and finan- 
cial activity today. Properly guided and 
stimulated salesmanship produces aston- 
ishing results. When poorly handled this 
energy dribbles away. 


Humor Injected 


ANK sales effort takes many forms, 

but none is more popular nowadays 
than the contest for new business in 
which directors, officers and employees 
join in an attempt to swell deposit totals. 
As a general rule such campaigns last 
from one to three months, although some 
banks extend the time to cover varying 
periods not to exceed a year in all. 
Usually employees are paid cash bonuses 
for new accounts obtained during the 
contest. In other cases merchandise 
prizes, extended vacations or salary pro- 
motions may be offered as the reward for 
work well done. Employee interest and 
activity is, however, stimulated by more 
than mere kind words. 

No contest is complete without its 
quota. This may be set at 3,000, 5,000 
or some other number of new accounts, 
or expressed in terms of money as an 
increase in deposits of $100,000 or 


$1,000,000 or whatever the desired figure 
happens to be. 

Some banks visualize the campaign 
for the participants by setting it up in 


Adapting an Idea 


AVINGS banks have 


been slow to adopt the 
plan of a contest between 
employees for new accounts 
as a@ means of increasing 
business 


although this 
method is now an old story 
among commercial institu- 
tions. This article demon- 
strates how the idea can be 
applied to savings banking 
beneficially while at the 
same time “debunking” 
some of the best known 
features of this class of 
activity. The facts pre- 
sented are the results of 
actual experience. 


the form of a big game hunt, a golf 
game, a fishing expedition, or what not, 
and through the injection of humor, a 
competitive spirit and sales pressure 
arouse the energies of everyone from 
president to janitor. 


Crowd Wears Paper Hats 


ONSIDER for a moment the meth- 

ods used by many institutions to pro- 
duce vim and the old “up-and-at-’em” 
spirit among the boys and girls. First 
of all mass meetings are held frequently 
at which reports are read regarding 
progress of the drive. Jolly parties 
these, with songs like “Bowser’s the Boy 
Who Gets Accounts” sung to the tune of 
the “Old Oaken Bucket” and a few words 
by Joe Paluch, the night-watchman de- 
scribing his success in getting twenty 
one-dollar accounts from the members of 
his pinochle club. 

These occasions are augmented by 
dinners at which the crowd wears paper 
hats, throws confetti, and listens to “pep 
talks” by several officers. Then, too, 
badges of various kinds make their ap- 
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pearance. These designate the wearers 
as Wows, Bearcats, or something of 
lesser degree. Envy, pride or other emo- 
tion is supposed to stir all backsliders 
to renewed activity, that they, too, may 
become Wows or Bearcats rather than 
remain as lowly Polecats. 

The value of this hip, hip, hurrah 
is doubtful, and it is also a mistake to 
concentrate the staff’s attention upon 
quantity rather than the quality of busi- 
ness produced in the light of the experi- 
ence of our bank. Our bank is a pio- 
neer in the field of employees’ contests, 
having had such campaigns for more 
than twenty years. During the past 
two decades it has tried many variations 
of these drives so that a summary of 
its efforts will aptly illustrate the ad- 
vantages and the pitfalls of this sales 
method. 

All campaigns up to and including 
that of 1927 were dramatized in an in- 
teresting fashion. The bank created its 
own vehicle by using a little ingenuity 
and has been able to retain the element 
of originality year by year. For ex- 
ample, in 1924 the contest took the form 
of a transcontinental motor bus race 
from Cleveland to Los Angeles and back 
again. In 1925 there was a yacht race 
on the Great Lakes, while in 1926 the 
American and National Leagues had four 
weeks and a half of their baseball sea- 
sons climaxed by a world series of three 
days for the winning teams in each 
league. Then 1927 saw a movie popu- 
larity contest between a group of fea- 
ture films. 


Divided Into Teams 


O much for the stage settings chosen. 
Consider now the manner in which 
the staff was organized for its work. 
More than 600 officers and employees 
were divided into teams, to which the 
directors also were assigned. Each 
team’s membership numbered approxi- 
mately twenty-five under the leadership 
of a captain chosen for his fitness, as 
demonstrated in preceding years. Then 
each team was placed in charge of a 
motor bus, or a yacht bearing some 
designated number, or given the name 
of some famous baseball team or fea- 
ture film. Bus 17, Yacht 30, The Giants 
and The Black Pirate will illustrate the 
method used. 
A quota of $2,000,000 to $3,000,000 
in new accounts was the goal set for 
each contest of five weeks in length. 
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All classes of business were included— 
savings accounts, checking accounts, 
trusts and wills, bond sales, safe deposit 
boxes, and travel bureau transactions. 
The initial deposit of savings and check- 
ing accounts was the basis for their 
value, while rules were established to 
determine the dollar equivalent of all 
other kinds of business. 

In 1924 each unit secured by a team 
member pushed his bus ahead by thirty 
miles regardless of its size. All told, 
214 accounts were needed to take a bus 
to Los Angeles and back to Cleveland, 
an average of less than ten accounts for 
each individual. In 1925, however, dis- 
tance covered by a yacht was computed 
by the dollar value of the business pro- 
duced daily by its crew. 

The baseball games of 1926 injected 
the element of competition between 
teams into the drive. Day by day each 
team played another, the winners of the 
games being those with the greatest dol- 
lar volume. The team standings in both 
leagues were kept in the same manner 
as those you read each summer in the 
daily papers. For the “movie” contest 
dollar volume was the sole determining 
factor for leadership in 1927. 


Daily Bulletins Issued 


CTUAL dramatization was accom- 
plished in this manner. In 1924 
and 1925 a large map was suspended 
in the lobby of the bank, and nightly 
each bus or yacht was moved ahead the 
proper distance toward its goal. In addi- 
tion, daily bulletins were distributed to 
all contestants, commenting both by cari- 
cature and text in a humorous vein upon 
the events of the day before. Mass 
meetings were held frequently at the 
main office and at the various branches 
at which sales pressure was exerted in 
the good old-fashioned way described be- 
fore. Both drives were launched at din- 
ners to the staff, and both concluded 
with banquets to celebrate the results 
obtained. 

In 1926 the same general plan was 
followed, with a scoreboard substituted 
for the maps of the two preceding years. 
There was a change of operation in 1927, 
however, for half-hour mass meetings 
were limited to one a week. Reports 
were read, some sound sales suggestions 
set forth quietly, and the balance of the 
time devoted to entertainment in the 
form of the screening of some short cur- 
rent film and a bit of action in which 
star producers were featured. Bulletins 
went forth every other day, and posters 
and pictures of scenes in “The Black 
Pirate,” “Beau Geste” and others whose 
names the teams bore were on display 
in different parts of the bank. These 
exhibits were changed with sufficient 
frequency to sustain employee interest 
by their very freshness. 

A most important factor in employees’ 
contests is the scale of cash bonuses 
established and the manner in which 
payments are made. Then, too, there is 
the matter of special prizes to consider 
whether they take the form of cash, mer- 
chandise, or something else. The way 
in which a bank handles these phases 
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of the situation determines not only the 
expense of a drive in dollars and cents, 
but also the quality and volume of the 
new accounts secured by the staff. 


The Scale of Bonuses 


. rules governing the new business 
contest in 1924 were typical of those 
of former years. For example, bonuses 
payable ninety days after the last day 
of the drive were established on the fol- 
lowing scale for savings business. 


$0.50 each 
0.75 each 
1.00 each 
1.50 each 
2.00 each 
3.00 each 
5.00 each 
7.00 each 
8.00 each 
10.00 each 


Accounts of $5 

Accounts above 5 and less than 
Accounts above 10 and less than 
Accounts above 25 and less than 
Accounts above 100 and less than 
Accounts above 250 and less than 
Accounts above 590 and less than 
Accounts above 750 and less than 1,000 
Accounts above 1,000 and less than 2,500 
Accounts above 2,500 

A similar schedule was worked out 
for checking accounts, and a scale of 
values was arranged for other kinds of 
business. 

Then, too, special prizes were awarded 
to the ten employees producing the great- 
est number of new accounts, and to the 
ten men and women who led in the 
dollar volume of new business. Both 
classes received first prizes of $50; sec- 
ond prizes were $35, third $25, fourth 
$20, fifth $15, sixth $10, and seventh 
to tenth, inclusive, $5 each. As a fur- 
ther incentive, each week the best pro- 
ducer on each team was given a prize 
of $2.50 for his work, with the stipula- 
tion that nobody could win more than 
one of such weekly prizes. Under this 
schedule of awards it was possible for 
some employee to obtain cash prizes 
promptly at the conclusion of the cam- 
paign totaling $102.50, without regard 
to the regular bonuses payable to him. 
Naturally directors and officers were not 
eligible for prizes or bonuses, theirs be- 
ing but a work of love. 


Expenses Were Cut 


ITHIN the five weeks of the 1924 
contest the bank received 8728 new 
accounts of all descriptions for a total 
sum of $5,540,236. Marvelous! But is 
it in the light of the analysis made by 
the bank some six months later? Re- 
member that each account had to remain 
upon the bank’s books for only ninety 
days to earn a bonus for employees, and 
it is natural, therefore, that mortality 
did not commence during that period. 
During the following three months, how- 
ever, 2173 accounts were closed. 
Furthermore, investigation revealed 
that the employees obtained 465 ac- 
counts of less than $5, 3465 accounts 
of $5 each, and 2131 accounts ranging 
from $5 to $50, the latter figure being 
approximately that at which a savings 
account becomes a source of profit to the 
bank. Here we have 6061 unprofitable 
accounts out of a total of 8728 pieces 
of business, and these very accounts cost 
the bank $3,863 in bonuses. The total 
expense of the campaign was approxi- 
mately $9,600, which investment in sales 
effort resulted in 2247 savings and check- 
ing accounts with balances of $2,936,347, 
and 420 other units of value. 
To correct the disparity in quantity 
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between unprofitable and profitable busi- 
ness, the bonus scale for 1925 was over- 
hauled, as shown by the schedule used 
in that year’s campaign. For each say- 
ings account the bank paid the em- 
ployees at the following rates: 


0to $100 


$5 
10 
25 
50 
75 
00 
50 


It is apparent, therefore, that the 
bank’s expense had been cut materially 
on accounts below $500, and that the 
reward for accounts above $750 had been 
substantially increased. Thus was the 
emphasis placed on the quality of the 
business desired. An even more strik- 
ing illustration of the difference in the 
bonus schedules is the payment in 1924 
of $5 for ten accounts of $5 each, as 
compared with a bonus of $1 in 1925, 
when ten accounts of $5, five accounts 
of $10, ete., were considered as the 
equivalent of a $50 account. 

Similarly the special awards were 
arranged so that the three individuals 
obtaining the largest dollar volume of 
new business would receive $100, $50 
and $25 respectively, while the pro- 
ducers of the greatest number of ac- 
counts were paid but $50, $25 and $10. 
Equally important was the restriction of 
bonus payments to those accounts re- 
maining on the books for six months 
after the contest, average balances be- 
ing the basis for calculation in each 
case. Thus the item of expense was 
reduced more than $5,000 without im- 
pairing the dollar volume which held up 
to the level of 1924 with a decrease in 
number of accounts of 4873. Less ex- 
pense, less operating detail, fewer ac- 
counts spelled greater profit. 


Formed a Contact Club 


OR 1926 the same bonus and prize 

rules governed the contest, and 3585 
units of new business, totaling $6,535,- 
423, were secured at a cash outlay of 
only $2,800. In 1927 the only change 
made in the plan was the substitution 
of merchandise prizes for those former- 
ly given in cash. A completely equipped 
Ford sedan was offered to the man or 
woman who led the staff in dollar vol- 
ume. Second prize was a Frigidaire 
refrigerator with a complete electric 
cooling unit. The winner of third place 
had the choice of a Vacuette or a Royal 
Vacuum Cleaner, while for the greatest 
number of accounts the remaining clean- 
er was the sole award. These prizes 
were displayed throughout the drive in 
the bank’s lobby, thus arousing public 
interest as well as creating an incentive 
for the staff to do its best. This worked 
splendidly, for 5154 accounts, totaling 
$6,464,000, were obtained in addition to 
bond sales, trust business and other 
items worth several millions more—and 
the expense involved was less than it 
had ever been before. 

The analyses of four campaigns de- 
scribed indicated clearly another impor- 
tant point. Better than 90 per cent of 

(Continued on page 1159) 
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$5,000-$10,000-$25,000 BLOCKS 
best for Bank Bond Accounts 


Blocks of this size make the account easier to handle and command a 
more ready market than odd lots, We recently examined a bank’s bond 
list of a par value of $1,400,000, which contained 247 different issues 
in blocks of two, three and four bonds each, \t was an unwieldy account, 
showing dangerous disregard for marketability. Larger blocks of bonds 
in half as many issues would save this bank much embarrassment if it 


were suddenly necessary to liquidate. 


Affording sound security and satisfactory yield—enjoy- 
ing an active market with narrow price fluctuation due 
to early maturities—Short Term Notes meet banking 
requirements for more liquid secondary reserves. Each 
week The Equitable issues a selected list of these 
securities. For a copy, call or write our local representa- 
tive, who is in constant contact with The Equitable’s 
main office in the center of Financial New York. 


THE EQUITABLE 
TRUST COMPANY 


OF NEW YORK 
11 BROAD STREET 


The Equitable’s main office in the center of Financial New York 


Disrricr REPRESENTATIVES: 


Philadelphia: Packard Building 
Atlanta: Healey Building 
Baltimore: Garrett Building 
Chicago: 105 South La Salle Street 
San Francisco: Financial Center Building 


ForeIGN OFFICES: 


LONDON + PARIS + MEXICO CITY 


Total resources more than $550,000,000 
© E.T.C.0f N.Y.,1929 


When writing to advertisers please mention the American Bankers Association Journal 
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Public acceptance of 
Willys-Overland products 
éreater than ever 


HE enthusiastic reception which the mo- 
toring public accorded the new Superior 
Whippet and the new style Willys-Knight was 
merely the beginning of a rising tide of popularity. 


That sales of the new Superior Whippet, Fours 
and Sixes, so far in 1929 have exceeded sales for 
the corresponding period of last year, becomes 
all the more impressive when it is recalled that 
1928 was the most successful year in Willys- 
Overland history. 


The sweeping success of the new style Willys- 
Knight ‘‘70-B’’ shows how keenly America’s 
motorists appreciate the value offered by this 
most beautiful, largest, and most powerful low- 
priced Knight-engined car. 


rourss WHIPPET 
WILLYS-KNIGHT 


WILLYS-OVERLAND, INC., TOLEDO, OHIO 
WILLYS-OVERLAND SALES CO., LTD., TORONTO, CAN. 


When writing to advertisers please mention the American Bankers Association Journal 
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Salary Loan Movement Spreads 


By H. H. REINHARD 


Vice-President, National Bank of Commerce, St. Louis 


Industrial Loans Are Beginning to Find Favor With the Banks. 
Reports Show Small Loan Business Seems Profitable While the 
Rate of Losses Reported is Low. Various Plans Are Now in Use. 
Banks Believed Better Equipped for This Field Than Others. 


INCE man appeared on the face 

of the earth and began to asso- 

ciate with fellow beings, smali 

loan plans have been in constant 
practice. Even in the barbaric stages 
when barter served instead of money, 
friends and neighbors borrowed from one 
another and repaid in kind, often add- 
ing another article, which in effect was 
the interest payment. The American 
savage who knew nothing of savings 
accounts and compound interest, fre- 
quently obtained a small loan in wam- 
pum from a warrior friend and not only 
repaid it, but threw in an arrow or two, 
or a few beads, for good measure. 

And as time has progressed, in every 
nation or tribe, a few of the most thrift- 
ily inclined have developed a business of 
lending to many of their less fortunate 
brothers. Thus, acting in the role of 
ultra-modern bankers, they set them- 
selves up in the small loan business. 

It is easy to see, however, as civiliza- 
tion has advanced and multitudes of in- 
creased activities have come into ex- 
istence, bankers have been attracted to 
fields where large capital has been 
needed for development of agriculture, 
commerce and industry. 

In the nineteenth and twentieth cen- 
turies such phenomenal strides have 
been made in industry in all nations 
that it is no wonder bankers have ex- 
erted themselves to accommodate the 
large types of business and left the 
small borrower to find the best way out 
of his dilemma. 


Small Loans Logical 


Lets luckily a better day is dawning 
for this little borrower. The general 
banker, having organized a multitude 
of service departments and_ supplied 
everything that he could think of, has 
discovered here another opportunity to 
do a good deed, and profit by it. It is 
well that this discovery has been made, 
for modern banking needs to employ 
every resource at its command in these 
days of high competition. To borrow 
a slang phrase of the day, it must not 
“overlook any bets.” 

Success in banking depends upon 
loans. Bank profits come from lend- 
ing money and getting it back with 
interest. The function of lending money 


naturally foliows that of deposits, the 
two being dependent upon one another. 
A bank that is in the business of lending 
to the large borrowers should also pay 


Avenues to 
Earnings 


TATISTICAL studies of 
the new trend of banks 
toward small loans would 


indicate that they are not 
only filling a want but are 
opening up new avenues to 


which may in 
some measiire offset the 
marked decline which has 
taken place in commercial 
credit accommodations. 
While the movement is still 
in its infancy, the figures 
presented here are of suf- 
ficient breadth to supply as 
basis for determining the 
margin of and the 
probable returns to be ex- 


earnings 


attention to the small borrower, for 
there is some moral as well as financial 
obligation resting on the banker in this 
respect. Many of the most valuable cus- 
tomers of the banks today were de- 
veloped from the small customer of for- 
mer years. 

In too many cases the little fellow 


has been forced to obtain his loans from. 


the unscrupulous “loan sharks.” Once 
in their clutches he is as helpless as 
an animal in a treadmill and his task of 
repayment becomes as endless as that 
of Sisyphus, the once proud King of 
Corinth, who, according to mythology, 
had incurred the anger of the gods and 
was punished in Hades by having to 
roll a huge stone to the top of a hill, 
which he no sooner had done, by means 
of his utmost exertion, than it rolled 
down again. 


Interest Widespread 


N its broad aspect, the function of a 
bank is to help the people of the 
community solve their financial prob- 
lems. The bank, looked upon as a com- 
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munity leader, is expected to promote 
those things which will help make the 
community a better place in which to 
live. 

Banks generally have not been en- 
couraging small loans commonly termed 
“Industrial Loans.” It is only within 
recent months, when a few of the larger 
banks have announced an entry into the 
“Industrial Loan” field, that interest 
has become widespread in this phase of 
banking. 

In its quest for information about 
small loans, the Savings Committee of 
the American Bankers Association Sav- 
ings Bank Division sent out 600 ques- 
tionnaires and received replies from 251 
institutions. Of the 251, only fifty-six, 
or slightly more than 22 per cent, re- 
ported they have departments and are 
organized specially to handle this sort 
of business. A total of 147 banks replied 
they do not cater to small borrowers 
and forty-eight said they sometimes deal 
in such loans. 


Repayment Plan Varies 


OME banks attempt to set no mini- 
mum or maximum for the _ bor- 
rower, while in others the smallest 
amount ranges from $5 to $100. The 
maximum in these cases goes from $100 
to $10,000, depending, of course, upon 
the character. and ability of the customer 
to repay, or upon the collateral he offers. 
The rate of interest that prevails in 
most states is 5 per cent, although in 
some states the rate is 8 per cent and 
10 per cent. In addition to interest, the 
borrower pays a service fee, sometimes 
figured at a flat rate of from 25 cents 
to $2 per $100, or on a percentage basis 
ranging from '% per cent to 6 per cent. 
The plan of repayment varies, but 
most loans are returned in_ equal 
amounts on a weekly or monthly basis, 
usually payments being arranged to 
suit the convenience of the borrower. 
Sometimes permission is granted for re- 
payment in a lump sum at the end of 
a specified period. 

The granting of small loans should 
not unduly encourage buying that is 
beyond the means of the individual, be- 
cause borrowers naturally will shrink 
from going through so: much so-called 
“red tape” unless they are being pressed 
to meet obligations. 

Although the patron is entitled to a 
quick disposition of his application, 

(Continued on page 1167) 


Restrictions on Savings Deposits 


By THOMAS W. MURRAY 


Executive Vice-President, Union Savings Bank of Boston 


Savings Banks Differ on Restrictions on Deposits Question. 
Some Impose Various Conditions While Others Stand Ready to 


Receive All Accounts Offered. 


Justification of Restriction 


Policy Challenged as Avoiding First Duty of Savings Banks. 


HETHER a commercial bank 

is justified in refusing to ac- 

cept savings deposits in or- 

der to maintain a dividend 
rate is a question that may be answered 
only one way. It is justified. 

A commercial bank is operated for 
profit. Commercial banks, (national 
banks and trust companies) have cap- 
ital stock. As a bank progresses, in- 
creases in size and activities, more cap- 
ital must be raised by the sale of addi- 
tional stock. In addition to the invest- 
ment of their money, the stockholders 
are also liable for a maximum assess- 
ment of an amount equal to their invest- 
ment in the event there is an impair- 
ment of capital resulting from losses in 
the conduct of the business. 

There is no question, therefore, as to 
where ownership, carrying authority and 
responsibility, is lodged in a commer- 
cial bank. It is lodged in the stock- 
holders who own the bank with a pri- 
mary obligation to meet the deposit li- 
ability when called upon to do so. It is 
their proper function to operate the bank 
for their profit within the law. The de- 
positors have no claim of any kind to the 
earnings nor to any excess of assets over 
what may be necessary to meet deposit 
liabilities. Both of.these belong abso- 
lutely to the stockholders and _ they, 
operating through the directors and of- 
ficers, are entirely justified in impos- 
ing restrictions of any kind on deposits 
once they have made up their mind that 
is what they desire to do and that it is 
the action which they deem necessary 
and desirable in order to maintain a 
definite rate of dividend. 

While legally justified in such restric- 
tions, whether it is good business and 
sound judgment is another question. 
Competition will answer that. A com- 
mercial banker who: refuses savings de- 
posits in order to maintain a rate of div- 
idend to his old depositors should not be 
surprised if he eventually finds he has 
no use for his “new accounts” window. 


Profit Secondary to Safety 


HE question of restrictions on sav- 
ings deposits is probably of greater 
interest to savings banks than to any 
other group and especially to the 600 
mutual savings banks in the United 
States, 553 of which are located in the 
New England states and the states of 
New York and New Jersey. 
The restriction of deposits, either as 


Depositors or 
Public 


HE question raised here 

is whether a bank is jus- 
tified in imposing restric- 
tions on savings deposits in 
order to maintain its divi- 
dend rate. So far as mu- 
tual savings _ institutions 
are concerned there is a 
principle at stake as to 
whom the bank owes the 
chief obligation, to its de- 
positors or to the public. 
Coupled with the matter of 
principle there is the prac- 
tical proposition of compe- 
tition and what will be- 
come of the business that a 
bank turns down. 


to amount or the territory from which 
they may be received or both, is a regu- 
lation put into effect by a large number 
of mutual savings banks in Massachu- 
setts at times when they feel that their 
dividend rate may have to be reduced, 
if deposits of the limit allowed by law 
were accepted without hesitation or qual- 
ification. 

There are many viewpoints as regards 
restrictions based upon various inter- 
pretations of what the functions and 
duties are of a mutual savings bank. 
Some will say that a mutual savings 
bank is not a bank, but as it is so termed 
in, and held accountable as such by law, 
it does not seem important that this 
phase of the question be discussed. Defi- 
nitions of a mutual savings bank may 
vary on some points, but all are agreed 
that fundamentally the purpose of a sav- 
ings bank is to invest sums of money for 
depositors in investments prescribed by 
the laws of the state in which the bank 
is located, paying over to the depositors 


proper reserves are made for depositors’ 
protection, there being no stockholders 
to share in the earnings. Mutual sav- 
ings banks are essentially of a trustee 
nature, the matter of profit being sec- 
ondary to the safety of investments. 
They are not charitable institutions and 
many object to their being called benev- 
olent. It would seem as though “invest- 
ment banks” might be a fair description. 


Restrictions Differ 


hw mutual savings banks of the 
East date back over 100 years. Their 
growth has been extraordinary. The 
combined savings deposits of the mutual 
savings banks in the two states of New 
York and Massachusetts total about 
$6,500,000,000—the total of Massa- 
chusetts alone is now $2,000,000,000. Of 
this amount $1,000,000,000 has been ac- 
cumulated since 1916. In that year the 
going rate of dividend paid by Massa- 
chusetts savings banks was 41% per cent, 
only one bank paying 5 per cent. Since 
that year the number of banks paying 
a 5 per cent dividend has steadily in- 
creased, with slight fluctuations, until to- 
day there are seventy-two banks out of 
196 in Massachusetts paying 5 per cent. 
In Connecticut there are twenty-three 
banks paying that rate. 

Naturally, this rate attracts increased 
deposits. In Massachusetts it causes 
bankers, who are anxious to maintain it, 
considerable thought, with the result 
that in a large number of instances re- 
strictions of various kinds are imposed 
on deposits, while others impose no re- 
strictions whatsoever. Some of the re- 
stricting banks will accept money from 
any depositor, but only for limited 
amounts, not being willing to accept the 
totals allowed by law. Others not only 
restrict the amounts, but also the terri- 
tory, that is, they will not accept ac- 
counts from people living in a territory 
which they consider to be outside that 
section or community which they feel 
it is the bank’s function to serve. Others 
will accept the maximum allowed by law, 
but only from such depositors as live 
within a certain specified territory and 
SO on. | 

In response to an inquiry sent out by 
the secretary of the Massachusetts asso- 
ciation in connection with this question, 
letters have been received from seventy- 
two mutual savings banks in Massa- 
chusetts having total deposits of approx- 

(Continued on page 1165) 
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Statements Set New Standards 


By C. W. BOYDEN 


Vice-President, Farmers State Bank, Sheffield, Illinois 


Financial Statement Valuable to Borrower as Well as Lender. 
Accurate Knowledge of Their Indebtedness Frequently Causes 
People to Work Hard and Pay Up. Country Banks Can no Longer 
Rely Upon Personal Contact with Customers in Making Loans. 


T is almost inconceivable that any 

bank should attempt to conduct its 

business and make loans to its 

customers without the definite and 
specific information to be gained by 
some form or type of a credit file. Those 
who are connected with the larger bank- 
ing institutions have so long been ac- 
customed to rely upon the use of credit 
information, that they perhaps take it 
for granted that the practice of requiring 
borrowers to furnish statements is uni- 
versal. 

Unfortunately, among small banks the 
practice is not yet general. 

My experience with the subject is en- 
tirely from the angle of the small town 
banker; country banker is perhaps the 
better term. For thirty-six years I have 
been connected with a country bank. In 
that time, conditions, both social and 
economic, have changed quite as much 
in the small town where I have lived 
as in the great metropolitan centers. 
I can no more hope to succeed or dare 
to face my responsibilities by adhering 
to the methods of a quarter of a century 
ago than can the banker in Chicago or 
New York. If he has found accurate 
credit information necessary for the suc- 
cessful loaning of the bank’s funds, I 
must adopt the same practice if I am 
to form intelligent judgments and make 
correct decisions upon loan applications. 
I may know my borrower more inti- 
mately than does the city banker. I 
may even know his antecedents, some- 
thing of his character and his habits, 
and have a general idea of the property 
he owns and of its value. However, as 
I shall point out later, I cannot know 
how much he owes. 


Knew All About Them 


Fok the first fifteen years of my bank- 
ing experience, my brother and I were 
the entire working force of the bank. 
We were everything from janitor to 
co-chairmen of the board. Naturally, 
our relations with our customers were 
most intimate and personal. We knew 
all about them, their financial, moral and 
even spiritual worth; and as denomi- 
national lines were pretty closely drawn 
in those days, if they belonged to the 
same church that we did they were a 
little better moral risk than if they be- 
longed to another church. 

Nor was credit extended so generous- 
ly in those days. A man who wanted a 
few hundred dollars expected to give a 


Guide and Check 


HE old order changeth 

in banking as in every- 
thing else and the day has 
passed when the banker’s 
intimate acquaintanceship 
with his neighbors was all 
that he needed as the basis 
for his loaning policies. 
Under modern conditions, 
without the aid of a finan- 
cial statement, banks not 
only cannot know what 
their customers owe but 
the customers themselves 
are often astonished when 
their debts are totaled. 
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mortgage or assignment. So when Bill 
Smith came in to borrow a modest 
sum, we knew from our own personal 
knowledge whether or not he was good 
for it and whom he would offer for 
security. We knew what his capital as- 
sets consisted of, what his earning ability 
was, and, most important of all, how 
much he owed. 

Today that is no longer true. We may 
still have a general knowledge of the 
nature and the value of his property, 
but as to his debts we can have but 
little idea. From my own experience of 
these more recent years, I have found it 
safe to assume that the average borrow- 
er with whom I have to deal owes just 
about as much outside the bank as he 
does to’ the bank. 


Feeling of Loyalty Gone 


Tt use of credit has been so enlarged 
that it is now possible to satisfy 
almost every human desire by a dollar 
down and a dollar-a-week plan of pay- 
ment, and the conditional sale note has 
obviated the necessity of giving a chat- 
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tel mortgage, so that an examination of 
the usual county records fails to dis- 
close any given man’s indebtedness. 
How then shall we arrive at the borrow- 
er’s true financial condition unless we 
can have from him a statement in which 
he lists, not only his assets, but his 
liabilities? 

The old-time intimate relationship be- 
tween the banker and his customer be- 
comes increasingly difficult to maintain 
because of certain general tendencies. 
There is no longer the disposition there 
used to be for a man to confine his 
banking business to institutions. In the 
field of big business the corporation unit 
has often become so large, and the credit 
demands in such proportion, that the 
facilities of several banking institutions 
are required to meet the legitimate needs. 
But in the country where the local bank 
still has a sufficient loaning limit to care 
for ordinary needs of the merchant or 
the farmer, it is nevertheless true that 
there is no longer the feeling of loyalty 
to, or the dependence upon, any one 
bank or banker. 

The multiplicity of banks and the 
resultant increased competition has con- 
tributed its share by attracting the 
customer into new banking connections. 
Another potent force has been the auto- 
mobile and improved roads which have 
eliminated distances and made accessible 
any one of half a dozen towns where the 
farmer may and does go with almost 
equal ease and with but slight difference 
of time. 


Has a Good Alibi 


HESE are but some of the reasons 

why the small town banker, even 
though his contacts with his customers 
are still fairly close, needs to require 
statements from his borrowers quite as 
much as does the banker of the larger 
cities, whose relationships with his cus- 
tomers are of necessity more cautious 
and impersonal. 

But there still remains another reason 
which may not be so evident upon first 
thought, or so immediate and direct in 
its tangible results. It is that increased 
sense of security which comes to the 
banker from the knowledge that his 
loans have been made upon the best in- 
formation available, and the satisfaction 
that he has based his judgments and 
made his decisions upon facts rather 
than upon a hunch. With the facts dis- 

(Continued on page 1160) 


4 
= } 
= Vy IN 
i AN 
AN 
‘ 
AN 
AN ‘ 
\ 
f 
| 48 
| ZAIN 
| AN 
| aN 
uN 
| AN | 
| 
| 
Hy 
> 


Loans to Merchants 


By BEN JOHNSON 


President, Commercial National Bank, Shreveport, Louisiana 


Character, Capacity and Capital Still Backbone of Credits. 
But Merchant Must Be Above Average to Succeed Now. Bankers 
Should Be Familiar with Changing Conditions in Business to 
Statement Analysis Becomes Essential. 


Loan Intelligently. 


VERY business man, regardless 

of the nature of his business, is 

in a sense a merchant, and the 

measure of his success is the 
measure of his ability to “merchandise,” 
whether he has service or goods to sell, 
but for the purpose of this discussion, I 
am thinking of a merchant as one who 
buys and sells merchandise either whole- 
sale or retail. 

Merchandising is a popular occupation 
in America, a business that is followed 
by a very large number of people. One 
commercial credit agency reports 2,- 
199,000 commercial firms in 1928. At 
the same time they report that 1.08 per 
cent of these firms failed in 1928, the 
larger percentage of which were among 
trading merchants as distinguished from 
manufacturers. There were 16,477 of 
such failures in 1928. 

The great number of mortalities 
among the merchants and the apparent 
increasing number of them during the 
last five years makes the question of 
“loans to merchants” of vital importance 
to the commercial bankers of the coun- 
try at this time. 

During the five-year period, 1924 to 
1928, there were a lot of commercial fail- 
ures in this country, merchant failures. 
In 1928 the percentage of failures was 
higher than in any year in thirty years, 
except years like 1908, 1915, 1921 and 
1922; years following definite panics or 
definite periods of depression. 


Few Failures of Chains 


fis highest percentage of mortalities 
was in the grocery stores, the cloth- 
ing stores, dry goods stores and drug 
stores. In 1924 there were 3067 gro- 
cery stores that failed. In 1928 that 
figure was increased to 3785. Clothing 
merchants that failed in 1924 numbered 
2072, which was increased to 2324 in 
1928, and so on with the drug stores and 
the dry goods stores. 

Now during that same five-year period 
the chain units increased from 56,862 in 
1924 to 101,536 in 1928, and it is an in- 
teresting fact that the increase in the 
percentage of failures in these four lines 
which have been mentioned is in direct 
ratio to the increase in the percentage of 
competing chains. 

In this same five-year period chain 
stores have increased about 46 per cent 
in number; I mean the original chains, 
not the units. The units have increased 
over 100 per cent. There have been very 


few failures of the chains. Some of 
them have made very notable successes. 


Gone and Unsung 


UT the chain store competition is not 

the only problem which the unit 
merchant has to reckon with. It would 
be reasonably accurate to say that there 
have been more basic changes in mer- 
chandising methods and in the buying 
habits of the public during the past five 
years than in any previous twenty-five 
year period of our country’s history. 

The village blacksmith is gone and 
entirely unsung now. His opportunities 
have gone, and likewise the easy oppor- 
tunities for the old-fashioned country 
store and general: merchandise emporium 
and the easy opportunities for profitable 
trade in the small centers are gone. With 
improved roads, improved transportation 
and delivery methods, the small store and 
the small trade center find each day a 
widening world of competition. 

The same changes have been going on 
in the wholesale business, one of which 
only needs to be noted. It appears that 
the opportunities for the old line whole- 
sale dealer in the larger centers is to a 
large extent gone. We find small whole- 
sale units giving back-door delivery in 
all the smaller centers. The wholesalers 
today are changing just as vastly and 
rapidly as the retailers. There has 
been very rapid process of evolution 
going on in the merchandising business. 
There may be some differing ideas about 
evolution that have caused so much con- 
troversy all over the country, but the 
evolution that is taking place from day 
to day and week to week right under the 
eye in buying habits of the people and 
merchandising efforts of the folks that 
are getting across in the merchandising 
game is what I am referring to. There 
is no doubt about that. Now the ques- 
tion is, are bankers taking cognizance of 
that fact and changing their methods 
and evolving new and more up-to-date 
methods in extending credit to these 
units to keep apace with the change in 
the business? 

There are certain external factors re- 
lating to the problem over which neither 
the banker nor the borrower has any 
control, but which need to be measured 
and considered at the time the credit is 
extended. 

What are the local conditions affect- 
ing this particular line? What are the 
general conditions affecting it? What is 
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the trend of the trade? Do folks now 
want radios with batteries or the ones 
they can hook onto the town current? 
What is the competition in this partic- 
ular line? 

Then after the banker has satisfied 
himself on all those external factors there 
is another external factor so far as this 
particular loan is concerned that needs 
to be reckoned with, and that is how 
much in local loans does the bank al- 
ready have? How does this new credit 
that is being taken on relate itself to 
the bank’s total loan structure? 

The internal factors of character, ca- 
pacity and capital still remain the back- 
bone of all credits, and particularly do 
the banks need to be sure that merchants 
now have a fair share of all three of the 
primary C’s in extending credit to them. 

I believe that, having satisfied myself 
about the character of the man, and then 
measuring his capacity, I would not loan 
to a merchant today unless I believed he 
were above the average capacity, if I 
know what that is, because now there is 
no opportunity and little chance for the 
man of limited capacity in the merchan- 
dising field. 

Banks need to have statements. They 
ought to have audited statements. I do 
not know how far they can go in insist- 
ing on audited statements. I do not 
know where to draw the line. I would 
feel a lot better if all the credits in my 
bank, say, $5,000 or $10,000, were sup- 
ported by auditors’ statements. 


Fine Ties of Friendship 


Graney comes the question of the state- 
ment analysis and the study of it. I 
am talking about a statement, not a bal- 
ance sheet. I remember when I used to 
open a balance and say, “Two and one- 
half for one. This is eligible for redis- 
count—O. K.” But a bank cannot do 
that with the merchant now. The banker 
not only needs a balance statement but a 
statement with operating ratios and 
should be able to sit down and figure out 
the record and the trend of business. 
Where is he heading? Where has he 
gone? What progress is he making? By 
experience I find I need to go into cer- 
tain factors in his statement. 

Look at the merchandise account, for 
instance. What is the amount of the 
merchandise in relation to his total an- 
nual turnover? Merchants do not need 
to stock up like they used to. Rapid 


(Continued ov. page 1166) 
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Visible Records 
With Hydroiloid Sheets! 


New! Tough! Waterproof! 


To the simplicity and convenience of the Irving-Pitt 
VI-DEX, we now add another feature—sheets made of hydroi- 
loid paper! 

Records kept on hydroiloid paper last almost forever. This 
tough stock is patented and wears like iron—won’t crack or 
become dog-eared. It is grease and water proof—and it “sets” 
the ink of both pen and typewriter so that perspiring hands 
can’t blur it. 

There are two types of VI-DEX. The Prong Binder VI-DEX 
for large, the Ring VI-DEX for smaller installations! 

For medium-sized bookkeeping installations, we also offer 
the VI-DEX Accounting Outfit — specialized for various pro- 
fessions and lines of business. 

Make your records visible. Your I-P stationer will rec- 
ommend the correct VI-DEX for your needs—with hydroiloid 
sheets that wear and wear. 


IRVING-PITT MANUFACTURING COMPANY 
NEW YORK KANSAS CITY CHICAGO 


Forms, Binders, Ring Books, 
Machine Posting, Visible Equip» 
ment and Accounting Systems 


When writing to advertisers please mention the American Bankers Association Journal 
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30% saving in time and labor 


Sliding top with “wind- 
shield” edge. 


*Y and E” patented 
check sorter. 


Open account signature : 
cards. 2 check trays. 


Closed account signature 
cards. 2 check trays. 


One check tray. Station- 
ery rack. 


F you are modernizing your bookkeeping Dep’t., investigate 
I this Commercial Bookkeeper’s Desk . . . be sure to send in 
the coupon today, for full information. 

Hundreds of banks throughout the country are speeding up 
mechanical posting with this ““Y and E” Commercial Bookkeeper’s 
Desk. 

In many of these banks the actual saving in time and labor is 
as high as 30%! 

Yet it occupies no more space than the shelf of the bookkeep- 
ing machine. 

Telephone the “Y and E” store in your city or mail the coupon 
to us... you'll receive prompt attention without obligation. 


FRBE MFG.@. YAWMAN AND ERBE MEG. CO. 


585 Jay Street Rochester, N. Y. 585 Jay Street, Rochester, N. Y. — 
Please send me without any obligation a 


new Commercial Book- 


DEVISORS OF BETTER BANK SYSTEMS AND EQUIPMENT folder on your 
keeper’s Desk. 


When writing to advertisers please mention the American Bankers Association Journal 
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Decision Against Guaranty Law 


Nebraska Court Holds Guaranty of Deposits Law Fails of Its 


Purpose. Judge in Sweeping Opinion Sets Constitutionality of 
Public Need for Banks Above Considerations of Guaranty 
Fund Bringing New Legal Logic to Long Controverted Subject. 


EBRASKA bankers have won 

the first round of their fight 

against the Guaranty Fund 

Law and have succeeded in 
bringing into the history of this stormy 
question of guaranteed deposits a clear- 
cut court decision directed to the funda- 
mentals of the law. 

Higher courts may review the pro- 
ceedings which resulted in a decision by 
Judge Lincoln Frost of the District 
Court of Lancaster County to issue an 
injunction against the collection of a 
special assessment of three-tenths of 1 
per cent of the average daily deposits 
of the state banks of Nebraska. But 
the principles laid down by the district 
court have crystallized a case which has 
attracted the attention of every banking 
community in the country. 

Suit was brought by the Abie State 
Bank of Abie, and 558 other state banks 
of Nebraska to enjoin the collection of 
the special assessment levied Dec. 15, 
1928, and other future special assess- 
ments. The chief grounds upon which 
the right to an injunction was claimed 
were that the special assessments are 
unjust, illegal and confiscatory and ex- 
ceed 8 per cent of the entire capital stock 
of the state banks of Nebraska; that 
based upon the present status of the 
Depositors Guaranty Fund and the ex- 
perience of state banking in Nebraska 
for the past eight years such special 
assessments, if required to be paid for 
a few years, would deplete or wipe out 
the entire capital stock of the state 
banks. 


Confiscating Levies 


PECIFICALLY, the district court 

held that the banks should be al- 
lowed to plead the confiscatory results 
of the continuation of the special as- 
sessments to the Guaranty Fund and 
hence, their unconstitutionality as of 
today. In general, however, the court 
expressed itself upon the whole theory 
of the guaranty of bank deposits in 
language that bids fair to be the begin- 
ning of a new line of decisions upon 
this subject and to have a marked in- 
fluence upon the discussion of such meas- 
ures in other localities. 

At the outset Judge Frost, in his opin- 
ion, took the position that in order that 
assessments levied shall be declared con- 
fiscatory it is not necessary to show the 
banks in the red; it is sufficient that 
they do not show results commensurate 
with capital invested. Continuing he 
said: 


“The defendants contend that even 


though the evidence should show that 
the banks as a whole are not receiving 
returns which are compensatory, still 
there has been no showing that in- 
dividual banks cannot survive or make 
a reasonable return on their investment. 
It is true that the evidence in the case 
deals largely with generalizations based 
upon a study of all the banks. Perhaps 
the most favorable illustration for the 
defense would be the question of ineffi- 
cient management. Before the Court 
could conclude as to the cause of the 
failure of an individual bank it would 
be quite important to know the charac- 
ter of its management. However, tak- 
ing banks as a whole, general informa- 
tion on the subject of banking would 
seem to be sufficient. It would seem, 
too, that the Guaranty Fund Law de- 
pends for its success upon all banks 
doing their part under the terms of that 
law. If any appreciable number of 
banks are unable to do their part be- 
cause of unavoidable burdens, then the 
system as a whole must fail. The evi- 
dence introduced in this case quite clear- 
ly demonstrates that fully two-thirds of 
the banks under the existing financial 
conditions are unable, after paying as- 
sessments amounting to 8 per cent on 
their capital, to pay compensatory divi- 
dends. The Guaranty Fund Law can- 
not continue to function except upon 
the basis of all going state banks meet- 
ing its demands. It is based upon mu- 
tuality, the cooperation of all. Such 
banks as cannot respond to those de- 
mands must fall by the wayside. How 
far can this process of elimination be 
carried without violating the constitu- 
tional guaranties against taking private 
property for private use without com- 
pensation?” 


Police Power Far Reaching 


HE most far-reaching aspect of the 

decision however, is the contention of 
Judge Frost that the banks can not 
waive the constitutionality of the Guar- 
anty Fund Law, even though they may 
have appeared to have accepted it. He 
held that the public interest in the 
preservation of its banking system was 
of greater constitutional importance than 
the Guaranty Fund Law. 

Analyzing the leading case on the 
question of guaranty of deposits, that 
of the Noble State Bank of Oklahoma 
against Haskell, Judge Frost said: 

“Justice Holmes in his decision upon 
the Guaranty Fund Law based its con- 
stitutionality upon its being a proper 
exercise of the police powers of the 
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state; or, in other words, that the gen- 
eral needs of commerce would be con- 
served by such a statute. He brushed 
aside the question of charter rights 
as not in any way strengthening the 
position of the banks. This was in the 
Oklahoma case where there is a reser- 
vation allowing the legislature to change 
or alter charter provisions. Possibly 
that might make some difference as 
Nebraska’s constitution has no _ such 
reservation. However, the police power 
seems to be quite as far-reaching and 
both depend upon being within the pub- 
lic needs of the state. He argues that 
the advantage of the Guaranty Fund 
Law is to make cash immediately avail- 
able to pay depositors through that fund 
and further, that its ‘purpose is to make 
the currency of checks secure and by 
the same stroke, to make safe the al- 
most compulsory resort of depositors to 
banks as the only available means for 
keeping money on hand.’ I have re- 
ferred to Justice Holmes’ opinion upon 
this point so that I might call attention 
to the fact that the present condition 
of the Guaranty Fund is not in accord 
with his expectations. 

“T also have another thought in mind: 
As that fund is no longer meeting the 
needs of the depositing public as anti- 
cipated by Justice Holmes, is the con- 
stitutional guaranty forbidding the tak- 
ing of private property without compen- 
sation being violated by continuing the 
law in force? 

“Now the only possible purpose in 
levying special assessments under the 
Guaranty Fund Law is to pay depositors 
in failed banks whose claims have al- 
ready been adjudicated. Present day de- 
positors cannot possibly receive any 
benefit therefrom. Such a situation was 
not in the mind of Justice Holmes when 
he wrote the opinion sustaining the 
constitutionality of the Law. He justi- 
fied an ‘insignificant taking’ on the 
ground that the banks, by contributing 
to the Depositors Guaranty Fund, would 
create a condition that would make the 
currency of checks secure, would make 
safe the resort of depositors to state 
banks and would make failures almost 
impossible. Of course, he could not then 
foresee the great war or the accompany- 
ing inflation which followed, or the re- 
action that followed the later curtail- 
ment of credits. The Guaranty Fund 
Law as conceived by Justice Holmes is 
no longer serving its purpose. 

“Does not the same public need which 
was appealed to sustain the constitu- 
tionality of the Bank Guaranty Law 

(Continued on page 1161) 


Safeguarding Security Yields 


By R. E. REICHERT 


Commissioner of Banking, Michigan 


Yield on Investments Believed Beyond Control of the Banks. 
But They Can Regulate Overhead by Adjusting Interest Rates 


and Through Careful Accounting. 


Reserve of Forty Per Cent 


Considered Reasonable Ratio to Ask of Conservative Banker. 


O have a proper ratio of readily 

convertible securities, with a sat- 

isfactory yield, to deposits, is 

the concern of every conservative 
banker. In this, however, is immediately 
encountered the inevitable conflict of 
yield with liquidity. 

There is no question that the one very 
largely controls the other. When we 
consider, however, that during and 
after the war we suddenly found our- 
selves the financiers of the world, that 
internal and foreign business and for- 
eign govérnments looked to us to assist 
them and provide the necessary capital 
to extricate them from their financial 
difficulties, we realize that in this we 
were faced with a tremendous problem. 
I question whether we even now realize 
our financial resources when compared 
with the rest of the world. The tre- 
mendous increase in our financial re- 
sources since 1917 is probably best evi- 
denced by the bank deposits which are 
at present approximately $56,858,000. 
They have more than doubled since 
1917 and at present represent more than 
62 per cent of the bank deposits of the 
world. This gives some idea of our 
financial progress during the last ten 
or fifteen years. 

To go still further, the Department 
of Commerce estimated the wealth of 
the nation at $186,300,000,000 in 1912; 
in 1920 the estimate was $471,030,000,- 
000. This, however, was deflated to 
$336,175,000,000 in 1927. Gold reserves 
increased from January 2, 1917, when 
they were $746,236,000 to $2,733,187,000 
on January 2, 1928, while call loans in 
December, 1917, which is the first record 
we have, were $498,000,000 and on 
January 2, 1928, they were $2,782,000,- 
000. These figures indicate that brokers 
loans, which in a measure reflect stock 
operations, very nearly advanced in the 
same ratio with the increase in gold 
reserves. The situation did not appar- 
ently cause any alarm until it was dis- 
covered that call loans during 1928 very 
nearly doubled, while gold reserves de- 
creased approximately $150,000,000. 


The Question at Issue 


N analysis of recent statements on 
brokers loans discloses this very 
interesting information: that while 


brokers loans nearly doubled in 1928, 
call loans of New York banks actually 
decreased $150,000,000, 


outside banks 
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A Pertinent 
Question 


Must banks accept a 
different standard as 
to the yield of securities 
and must they be satisfied 
with a lower rate of return 
as a result of the develop- 
ments of the past two 
years, or will adjustments 
take bank investments back 
to the former basis? This 
is the pertinent question 
asked here. The answer is 
that the banks must adjust 
their costs of operation if, 
as the article assumes, 
lower yields are to be ex- 
pected. Service charges and 
efficient accounting systems 
are advocated. 
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increased their call loans by $460,000,- 
000, and all other sources increased by 
$1,600,000,000. These are approximate 
figures, but they do give us the striking 
information that until outside sources 
entered to supply the call loan market, 
call loans and gold reserves advanced 
on the same approximate ratio. 

It is further apparent from the devel- 
opments over the past two years, so far 
as market conditions on securities are 
concerned, that men who have for a long 
period been most active in financial 
circles have frequently been wrong in 
their diagnosis of the situation. The 
question at issue seems to be—do we 
have to accept a different standard as 
to securities, especially the junior securi- 
ties, in their relationship to yield, and 
must we be satisfied with a lower rate 
of return, or will adjustments take us 
back to the former basis? 


Trying Its Hand 


N addition to the resources of this 
country, as reflected by the nation’s 
wealth and bank deposits, the ratio of 
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gold reserves and call loans as they 
affect present market conditions of 
securities, there are two other factors 
that should be considered. One is specu- 
lative capital, which was formerly em- 
ployed in real estate operations, that 
avenue being more or less closed for 
the present due to an over subdividing 
frenzy throughout the country. This 
capital is now trying its hand at the 
stock market. The other is a new fac- 
tor in this country. I refer to invest- 
ment trusts and trading corporations. 
To what extent it influences the present 
market is a matter of speculation. 

These investment trusts are in two 
forms—the fixed type and the mana- 
gerial form. In the fixed type, securities 
are purchased and put away, thus being 
taken off the market. In the managerial 
form they are traded in, and in some 
instances the funds are loaned on call. 
It is also conceivable that in the future 
these trusts may become deciding factors 
in the operation of corporations. It is 
quite possible for the managers of these 
trusts, with a small investment due to 
the present-day method of capital set up, 
in the form of Class A and Class B 
stock, to use the trust as a holding com- 
pany and by their management, with a 
small investment on their part, really 
control large corporations. 

Whether their influence will be good 
or bad, I am not prepared to’say. There 
is no precedent to follow. There is no 
question that it should be given some 
thought by bankers and have their care- 
ful consideration. Especially should this 
be the case in states where legislation 
is pending, intended to properly super- 
vise the activities of these trusts. 


Three Lines of Reserves 


——" various factors, together with 
other favorable conditions, gave the 
market an additional impetus on its rise. 
What levels it will seek in its adjust- 
ment, as it eventually must, I do not 
know. That it will be on a lower yield 
due to the tremendous wealth of the 
country, of that I am satisfied. I am 
rather inclined to the opinion that a 
level, pertaining to the price of securi- 
ties, will be brought about by a series 
of adjustments. A few have already 
occurred. Adjustments will and must 
come and on a different dividend and 
interest return basis than heretofore. 
The question now naturally is, what 
(Continued on page 1163) 
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She Can 
Now Do 


Two Jobs bs Quicker Than 


She Formerly 
Do 


HEN she heard that they wanted her to 

“endorseas she lists” she naturally thought 
it would slow down her listing. Now she knows 
different. 


When an adding machine operator lists checks 
with the aid of a new American Endorser, she 
does not need to turn the checks completely over 
and stop every so often to stack the pile. Simply 
turn the checks half way over and drop 
them—and the Endorser does the rest, 
automatically stacking the endorsed 
checks in the same order they are listed. 


Besides eliminating the labor of hand- 
stamping it actually speeds listing! 


You get cleaner, clearer endorsements, 
printed from a metal die. Every check 
is endorsed—no “missed” checks, and 


One J 


PAID THROUGH 
CLEARING HOUSE 
PAY TO THE ORDER OF 


ANY BANK, BANKER OR TRUST CO. 


Prior Endorsements Guaranteed 
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you can work right up to the last minute for 
clearings and transit. 

If you have not done so already, adopt a general 
endorsement similiar to that pictured here—good 
for both clearings and transit, and have your add- 
ing machine operator “endorse as she lists” with 
a new American. 

At a cost of but 10c per day—based on a life of 
the machine of 5 years (it should last a 
lifetime) you will save, at the very 
minimum, at least an hour of one 
person’s time per pay—even if your bank 
is one of the very smallest! 


Make money by saving it. Endorse 
the modern way, the approved way, 
the money-making way. Use the cou- 
pon below for details. 


Eliminate Perforator Repair Expense 


Pins and clips concealed in checks too often 


ing machine is at the factory for repairs, 


dull, bend or break perforator needles. 
American needles are 55% stronger than 
ordinary perforating machine needles, yet in 
addition to this additional strength any 
clerk can easily and quickly install new 
American needles in the American No. 
22 or larger models. 

Don’t be handicapped by having to revert 
to old-fashioned methods of hand-cancel- 
lation every so often while your perforat- 


If your machine is punching illegible can- 
cellations—wasting the time of your oper- 
ator and everyone all down the line—replace 
it with a machine where your clerk can re- 
place the needles. 

Just send us a sample of the perforation it 
makes—that’s all we need. We’ll quote you 
a liberal trade-in offer for a new American 
that will put an end to your perforator 
troubles. Use the coupon below. 


*“The Modern Way Is the American Way’’ 


DORSING 


AREEREACAR 


CANCELLING. 


THE AMERICAN PERFORATOR Co. - CHICAGO - NEW YORK - SAN FRANCISCO .- Established 1910 


AMERICAN PERFORATOR CO., 615 W. Jackson Blvd., Chicago, Ill. 


Please send me, without obligation, complete details on [) The new American Endorser, and the 1) Hand, (1) Foot-Power, [) Automatic Electric Per- 


forators, with a 1) Quotation on your trade-in allowance on our old perforating machine, a sample impression of which is enclosed herewith. 


When writing to advertisers please mention the American Bankers Association Journal 
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Main Banking Room, Union 
Trust Co., Detroit, Mich.; Smith, 
Hinchman & Grylls, Architects 


“Wherever Brains are active 


Noise costs Money: 


HE incessant clatter which is caused by telephone bells, office 
machines, conversation and passing traffic is magnified by the 
stone, glass and metal interior finish of modern bank buildings. The 
result not only impairs the efficiency, and even the health of employees 
but is annoying to patrons. Thought is diverted, errors are made, 


work is slowed down. 


Yet this endurance of noise is unnecessary. It is merely habit to 
think that there is no relief. Johns-Manville Office-quieting Treat- 
ment can end excessive noise. In hundreds of banks this marvelous 
system is abolishing as much as 80% of all the noise. 


Sound Can be Controlled 


While sound is invisible, it is a defi- 
nite, measurable physical force. The 
disturbing, nerve-destroying jangle 
known as noise is aggravated by the 
multiplying and overlapping of 
sound waves which rebound from 
the hard walls, floors and ceilings 
of modern buildings. 


Careful study and years of research, 
proved and tested, are the basis of 
Johns-Manville’s service of Sound 
Control. Ceilings and walls are 
scientifically treated to absorb sound 


JM 


ORPORATION 


waves, so that echoes and rever- 
berations are literally smothered 
and an amazing degree 6f quiet and 
calm is attained. 


We welcome opportunities to dis- 
cuss sound control problems with 
bank officials, or their architects. 
The Johns-Manville method may be 
installed in existing buildings or in- 
cluded in new structures. In neither 
case is it necessary to change deco- 
rations or to alter architectural 
effects. 


| Johns-Manville 


SOUND-ABSORBING TREATMENT 
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The magnificent new quarters of the 
Union Trust Company of Detroit ar 
modern in every detail. The officers of 
this bank, and the architects who de. 
signed the building, recognized the 
necessity of controlling noise. They 
consulted Johns-Manville acoustical ex 
perts and selected the Johns-Manville 
Sound-absorbing Treatment as the 
surest means of a the quiet so 
essential to efficiency and dignity. With- 
Out in any way interfering with the 
elaborate decorative treatments exces- 
sive noise has been barred from this 
beautiful banking room. 
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Entire ceiling above spring line finished 
in J-M Nashkote type B-332 and deco- 
rated after erection. All contours and 
reveals are finished in this sound-absorb- 
ing material. In addition to this room, 
the lower banking room, all officers’ 
quarters and the restaurant are finished 
in J-M Acoustical Treatment. 
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This detail photograph of one bay in 
the ceiling of the Union Trust Com- 
pany’s main banking room shows the 
complete freedom allowed in decora- 
tive effects Sound-absorbing 
Treatment is used. 


JOHNS-MANVILLE CORPORATION 


New York Chicago Cleveland 
San Francisco Toronto 
(Branches in all large cities} 

Please send me a copy of your “Sound 


Control Treatment for Banks.’ 
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Vice-President, Bowery Savings Bank, New York 


Dramatizing Savings Accounts 


By ORRIN C. LESTER 


Most Potent Appeal Savings Banks Have Is Savings Accounts. 
Revitalized They Would Offer Greatest Scope for Furnishing 


Financial Facilities to Depositors. 


Permanent Savings Held 


Basis of Business Which Needs New Dress to Attract Public 


ECENTLY I undertook to make 
some study of the official re- 
ports of savings bank conven- 
tions to find out what subjects 

had been most prominently under dis- 
cussion in recent years. I found that 
such questions as investment laws and 
policies, branch banking, rates of in- 
terest and the methods of computing in- 
terest, school savings, industrial savings, 
advertising, the competition between 
banks and other agencies that accept 
savings, and a variety of miscellaneous 
subjects covering the policies of man- 
agement and operation had been dis- 
cussed over and over again. 

But I found that emphasis had not 
been placed with anything like equal 
force upon what seemed to me to be the 
most important and basic of all subjects 
in a savings bank, and that is the sav- 
ings account itself, because this is the 
instrument through which all the other 
functions of savings banking are made 
possible or necessary. Moreover, unless 
the savings account is functioning in 
the economic lives of the people in har- 
mony with the purpose which it prop- 
erly should fill in any particular time or 
generation, the savings bank is falling 
short of the main object which it is de- 
signed to accomplish. 

There are two observations to be 
made at the outset. The first is that in 
the main savings bankers do not know 
as much as they should know about the 
character of the business on their books; 
and second, many are pretty vague and 
uncertain as to what they would like the 
character of their business to be. 


Asked Four Questions 


ITH these two observations in 

mind, and in order not to rely too 
much on personal opinion, I made some 
informal inquiry among savings bankers 
about the nature of their business. 
Among other things, I asked them these 
four questions: 


“What different variety of accounts do 
you offer to your depositors?” 

In every case I got the answer: “Oh, 
we offer individual accounts, joint ac- 
counts, trust accounts, society accounts, 
etc.,” some adding the Christmas Club. 
My question may not have been quite fair, 
but it indicated at least one condition; 
that is, the tendency to think in terms of 
our legal right to accept accounts as to 
form rather than our social responsibility 
to classify and develop these accounts as 
to purpose. 

I asked: “How many savings accounts 
have you on your books?” and promptly 
they gave me the total number of depos- 
itors in their banks, supplemented in most 


Make It Sparkle 


a | F there is as much of 

human appeal and 
fundamental value in the 
savings account as I think 
there is, the ability and the 


skill can be found to 
dramatize it and to make 
it sparkle with new life and 
interest, and a plan can be 
developed for the accom- 
plishment of its purpose 
that will appeal to the im- 
agination of men.”—Orrin 
C. Lester. 


cases by the total amount of deposits. 
Again my question may not have been 
fair, but again it seemed to indicate a 
tendency to think in terms of how many 
people we serve rather than the manner 
in which we serve them. 

I asked why they had set their divi- 
dend at their current rate, which in all 
cases was 4% per cent. They said be- 
cause their surplus was in condition to 
justify that rate, and besides, they 
thought their depositors were entitled to 
it. A few said, “Because you big fellows 
did it first.’ To my mind, this showed 
a third condition; that was, a tendency 
to follow a course of uniform practice 
and treat all depositors alike in interest 
rates whether the earnings on the ac- 
counts justify a uniform rate or not. 

The fourth question was this: “What 
do you do with a new customer to try to 
develop him into a consistent saver?’ 
I must confess that the answers to this 
question were rather too indefinite to take 
the time of your conference. 


Then I undertook to analyze a block 
of accounts in the Bowery Savings Bank. 
We selected 5000 accounts between one 
and two years old; that is, accounts that 
had been on our books not less than one 
or not more than two years. We divided 
them into four different divisions as to 
purpose. These four divisions were: 
the savings account, the investment ac- 
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count, the spending account, and what 
we called the “futile” account. It was 
soon apparent that this was not a fine 
enough division, so we added the fifth, 
which we called the “special” account. 

We defined these five forms of ac- 
counts in this way: 


In order to measure up to the test of 
a real savings account, a depositor’s 
record should show at least twelve de- 
posits a year, and the record should in- 
dicate that the account was being main- 
tained for the accumulation of capital for 
some permanent use in that the with- 
drawals were of such amounts that it 
would be reasonable to suppose that they 
represented transfers to other forms of 
permanent investment. It is assumed in 
this definition of a savings account that 
the main source from which the average 
individual has a possibility of saving 
money is the income from his work. 
There may be variations from that, but 
in the main it will be found that the 
earnings are practically the only source 
of savings for people of moderate in- 
comes. Therefore, we regarded twelve de- 
posits a year as altogether reasonable. 
Some of those to whom I talked said it 
should be twice that. 

The investment account was distin- 
guished from the savings account in that 
it had an initial deposit of $500 or more, 
with less than twelve deposits within a 
year and with indications that the funds 
were being left in the savings bank be- 
cause the depositors were seeking safety 
primarily for their investment money and 
were satisfied with the savings bank rate; 
or that they were using the savings bank 
as a stop gap until they could find a more 
permanent and profitable investment. 

The spending account was distinguished 
from the savings and investment accounts 
in that it was a sort of in and out affair 
with fairly consistent deposits and with- 
drawals, one about cancelling the other, 
Seee a balance any place from $100 to 

The futile account was one of those 
accounts which either never got started 
in any practical way or just gradually 
petered out to the point that it seemed 
of little particular benefit either to the 
bank or to the customer. 

The special account represented every- 
thing not classified in the four divisions 
just mentioned, but primarily it was a 
relatively inactive account of too small 
an amount to be classified as “investment” 
or too good to be classified as “futile.” 


This analysis showed the following 
results. (The percentages are given in 


round figures and are approximate 
only). 


Savings account...... 738—15 per cent 
Investment account... 2,096—41 per cent 
Spending account..... 458—10 per cent 
Futile account........ 613—13 per cent 
Special account....... 1,095—21 per cent 


As we went further down the line to 
the older accounts, the study seemed to 
indicate considerable increase in invest- 
ment accounts and in spending accounts 
and a gradual decrease in the other 
three forms. 

Obviously, the most profitable account 
is the investment account where the 

(Continued on page 1170) 


Era 
A 
| 
| 
| | 
\/ 


AMERICAN BANKERS ASSOCIATION JOURNAL 


May, 1929 


Common Stock Responsibilities 


By MERREL P. CALLAWAY 


Vice-President, Guaranty Trust Company of New York 


DVOCATES of the investment of 
trust funds in common stocks 
say that to preserve trust 
funds intact and earn an in- 

come for the beneficiaries is not enough; 
that the estate, itself, should be given 
the chance of enhancement and the op- 
portunity to share in the growth and 
prosperity of the country through the 
purchase of common stocks. They point 
out that many of the very fortunes in 
trust were built up through wise and 
prudent investment in stocks, and that 
the process should be carried on or 
originated by the trustee. 

Let me say at the outset that I am 
not opposed to investment in common 
stocks under certain circumstances. In 
fact, I favor the inclusion of common 
stocks in some classes of trusts, selected 
with care after analytical research and 
study, in reasonable proportion to the 
size of the trust fund, and with due 
consideration as to whether stocks of 
any class are proper for the particular 
trust under review. 

To my mind, however, the advocates 
of investment in stocks for trust funds 
generally are going dangerously far. It 
should not be forgotten that the very 
origin of trusts and trustees was to take 
care of property for those who for some 
reason were unable to take care of them- 
selves. The first duty of the trustee was 
to conserve the principal and to make 
sure that the incompetent, disabled, aged 
or immature beneficiary received the in- 
come during the entire period contem- 
plated with certainty as absolute as 
humanly possible. The beneficiary in 
that case might or might not be par- 
ticularly benefited by an increase in 
income, but a loss of the principal would 
be a terrible disaster. Trusts of that 
type are governed by the same condi- 
tions and necessities today as in the 
past, and investments should be of the 
most conservative character. 


Business Trusts 

HERE are, however, in increasing 

numbers trusts where the maker 
really desires business administration of 
the funds placed in trust. Enhancement 
in principal is sought and the trust is 
really estate management rather than 
pure trust. Into such trusts, with such 
an end in view, stocks properly go. 
There are other trusts in which from 
their very nature or size, stocks may be 
quite desirable, and the trustee might 
well assume the duty of making such 
investments. But it is a matter of judg- 
ment in each case, and no absolute rule 
can be laid down. 

Surely no one, however enthusiastic 
over stock investment, would be in favor 
of changing the laws so as to permit 
any and all trustees to invest funds, held 
for the daily bread of women and chil- 
dren, widows and orphans, the old and 


the helpless, in any and all stocks. Yet, 
if any trustee is permitted by law to 
purchase stocks and to have the protec- 
tion of the law in so doing, all trustees 
must have the same right—the in- 
dividual as well as the trust company, 
the inexperienced as well as the experi- 
enced, the gullible as well as the wise. 
The fact should not be overlooked that 
in spite of the great advance of the cor- 
porate trustee, that by far the greater 
part of the funds in trust and left in 
trust in this country are administered 
by individuals. Very frequently the in- 
dividual trustee kas no, or very little, 
knowledge of investments. Would it be 
safe to open the legal doors for all 
trustees to make investments in stocks, 
however carefully the law might be 
drawn as to nature and character of the 
stock? However restricted the type of 
stock made legal for trust investment 
might be, however carefully the stock 
might be selected at the time of pur- 
chase, has the average individual the 
experience, the time or even the quali- 
fications to enable him to study the trend 
of conditions, changes in methods, the 
development of competition pertaining 
to the business in which he is a partner, 
and to sell or change his investment if 
changed conditions make it wise to do 
so? He has not, and I think the pos- 
sibility can be eliminated, of having the 
laws changed so as to permit the gen- 
eral public when acting in a fiduciary 
capacity to invest in common stocks. 


A Big Order 


HAT brings the question down, there- 

fore, to the limited class of fidu- 
ciaries who, in the absence of or even 
with the benefit of statutory authority, 
can properly make and care for stock 
investments. Many individuals, with no 
one to account to but themselves, do it 
well for themselves. But how few of 
them can spare the time necessary to 
the handling of a trust, and the time 
necessary for the investment features of 
the trust. Therefore, the fact must be 
recognized that if stock investments are 
to be made, the logical trustee is the 
bank, the trust company. 


But let me point out some of the facts 
the bank must face when making or con- 
templating making stock investments. It 
does not have, and I do not think it will 
have, the protection and benefits of 
statutory authority in the making and 
selection of such investments. 

The courts for the most part hold 
steadily against such investments. Even 
where the testator or the grantor has 
given the trustee the utmost freedom 
of investment, or to hold stocks owned 
by him, the courts hold the trustee to 
the strictest accountability. The trustee 
can not buy speculative stocks, or in 
some cases, even hold them where turned 


over under the express terms of the 
trust. There are even cases where the 
trustee was held liable for accepting 
stocks of speculative character from the 
grantor himself, notwithstanding per- 
mission in the agreement for direction 
of investments by the grantor. 

In the few states where the courts will 
look not with complete disfavor upon 
investment in stocks, the trustee is re- 
quired to look at the size of the trust, 
the probable life of the trust, the needs 
of the beneficiaries, and to make the 
investments in stocks with relation and 
in proportion to these factors. It may 
be said to be a general rule of law, even 
where the trustee is authorized to invest 
in its discretion, that the right to pur- 
chase common stocks must be clearly 
given in the instrument, and where so 
given, the purchase must be confined to 
stocks of highest grade, with a record 
of dividends, and non-speculative in 
character. A pretty big order, you will 
say, and it is. But that is not all. 


Values Change 


AS I have pointed out, the responsibil- 
ity of the trustee does not end with 
the purchase. It only begins. Fashions 
change, tastes change, advances in the 
arts and sciences, developments in loco- 
motion and transportation, and the like, 
bring about great changes in industries 
and values, which affect or even wipe 
out the values in which the trustee 
bought an equity, or, on the other hand, 
they may bring about a great growth in 
the corporation and enhance the holdings 
of the trustee. These trends and 
changes, the trustee, if prudent, must 
watch and judge. 

Now as I have said in the beginning, 
I am not against a prudent investment 
in common stocks where the nature of 
the trust permits it, but I_am trying to 
show that unless a company is equipped 
to handle such investments, unless it has 
an investment organization or a man 
sufficiently experienced and qualified to 
make such investments, that company 
would best refrain from investing trust 
funds in common stocks. This I believe 
is but justice to the estates in its care, 
and but justice to the company. 

Much of what I have said about in- 
vestments is purely academic insofar as 
the laws of many states are concerned. 
It is true that the tendency in the makers 
of wills and trust agreements is to give 
to the trustee considerable discretion in 
making investments, particularly where 
a bank or trust company is named. 
Where that is the case, most of what I 
have said applies. But the majority of 
wills in most states fail to give the 
trustee full discretion in investments, or 
any discretion at all, and in those cases 
the trustee is confined to investments 
made legal by statute. 
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“Gentlemen, [his Meeting Has Been Worth $5000 


To Me and ToMy Bank — Dan V. Stephens of Fremont, Neb. 


—and he then ordered 80 copies of 
the proceedings when published! 


The Story of the Conference 
and What This Book Contains 


The keynote of the Mississippi Valley Con- 
ference held in Chicago, March 28-29 was 
“Better Bank Management.” This _ ideal, 
stressed by the administration of the Amer- 
ican Bankers Association, has as its aim 
satisfactory profits for the bank; complete 
protection for- the depositor, adequate ser- 
vice for the community. Well directed work 
with these objectives is certain to be bene- 
ficial. The Conference presented a notable 
program of scientific study and actual ex- 
perience, covering the conditions that con- 
front bankers today, with conclusions that 
have been thoroughly tested. Country bank- 
ers who have met, successfully, inflation, 
deflation, and all the other situations which 
have called for brains, judgment, tact and 
discretion told in detail how they kept their 
position sound. 


Here Is What Indiana Says— 


A. G. Brown, President of the Indiana Bankers Association, 
in a letter to Mr. Simmonds says, “I want to express to you, as 
Secretary of the Clearinghouse Section, my appreciation of 
the wonderful Conference recently held in Chicago on Com- 
mercial Bank Management. Every address was wonderful and 
we are making an effort in Indiana to place a copy of these 
different addresses in the hands of every banker. Personally, 
I feel that this volume will be the finest text book on Com- 
mercial Bank Management that has yet been made available.” 


THE CONTENTS—ALL THESE AND MORE 


1. What are the essentials of a sound 
commercial bank? 


And South Dakota— 


2. What is a sound loan policy for a 
country bank? 


3. What is the best policy for loans to 
merchants and farmers? 


4. Why should statements be required? 


5. Should borrowers pay off at least once 
a year? 


Orders for 252 copies from South Dakota banks are reported 
by Mr. George A. Starring, Secretary of the South Dakota 


Bankers Association, and further orders are still coming in. 


6. How to determine and maintain proper 
liquidity in note assets. 


7. What about group and chain banking? 

8. What are the benefits from credit 
bureaus and district clearinghouses? 

9. How much should a bank of $25,000 
capital earn? How may it do this? 


10. What is a correct dividend policy for 
a country bank? 


11. Can float losses be eliminated? 


12. How to build and maintain a sec- 
ondary reserve. 


13. What are the tests of a sound bank 
investment? 


And Others— 


Mr. S. L. Cantley, Bank Commissioner of Missouri, says, “This has 
been the best program I have ever been permitted to attend. There 
have been more common sense discussions and more comprehensive 
treatments of the subjects than I have ever been permitted to hear 
before.” 


Mr. S. J. High, President Peoples Bank and Trust Company, Tupelo, 
Mississippi, says, ‘This Conference was the finest discussion of bank 
problems that has ever taken place.” 


Mr. F. W. Crane, V. P. State Savings Loan and Trust Co., Quincy, 
Ill., ordered 50 copies of the proceedings when published, and any 
number of presidents and secretaries of State Associations went on 
record in an enthusiastic manner agreeing that every bank in their 
state will get thousands of dollars in benefits from the material in 
the proceedings. 


You and Your Directors Want This Book! 


Here’s a quick way to get it—Act Now! 


14. How to balance an investment pro- 
gram with particular reference to commer- 
cial paper and call loans. 


At the urgent request of 1200 bankers 
attending the Chicago Conference the Clear- 
inghouse Section of the American Bankers 
Association has undertaken to publish the 
complete proceedngs of this Conference. 
Bankers today are recognizing as never 
before that the same principles which have 
multiplied success to individual corpora- 
tions — functionalized organizations, cost 
knowledge, budgetry, measurement of indi- 
vidual effort, management by fact rather 
than opinion—apply with equal force to 
banking. The practical helpfulness of the 
addresses and discussions presented in the 
book of proceedings of the Chicago Con- 
ference, will undoubtedly mark a new mile- 
stone in banking progress along a line of 
better, safer and more profitable banking 
practices. 


Clearinghouse Section—American Bankers Association, 
110 East 42nd St., New York, N. Y. 


Please send us.......... copies of the Proceedings of the Mississippi Valley Con- 
ference, for which check is inclosed at $1 per copy. We understand these will be 
shipped post paid. 


Of Course You Want It! 
ACT NOW 
Use the Coupon or Write 


Please make check payable to American Bankers Association. 


When writing to advertisers please mention the American Bankers Association Journal 
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A Bank President— 


appraises the value of the 
National Posting Machine 


The Federal American 
overlooks no modern 
development to aid 
in giving the best possi- 
ble service to depositors. 
National Posting Ma- 
chines and low, clear- 
vision counters are two 
features of this bank’s 
service which appeal 
strongly to depositors. 


.D.C, Maroh 20, 1929. 


Savings devartment of Federal American Bank 


‘The Register Company, 
Dayton, 


Gentlemen: 


We have been using your National Savings Account Posting 
Machines for several years, and if it were necessary to 
urchase new equipment at this time we should ins 

machines in our Department in preference to 
other of which w 


Our depositors. like Lore! system because the entries in 
their passbooks are r and easy to read, all entries 
being neatly printed, the dates. 


HE customer and the visitor to the Federal 
American National Bank is impressed at once 
with the modern features of the institution. 


The new low type counters with clear vision for 
teller and depositor strike a new note. And back | 
of these counters the depositor finds National 
Posting Machines, providing service as different 
from the old pen and ink posting as these new 
type counters are from the old. From the President 


records, and aleo affording us an accurate check the 
control sheet. They practically elininate the,poseibil- 
ity of the human error. 


Sincerely yours, 


President. 


“Four years’ experience with these machines has 
convinced us of their value,”’ writes the President Hundreds of the most promi- 
of the Federal American. ‘Our depositors ap- nent banks of the country are 


preciate the printed figures in the passbook, 


tellers handle work more expeditiously, and the Our Bank Division at Dayton 
bank gets a higher degree of protection than will be glad to give complete 
ever before. Peak days and peak periods of the information. 


day are handled without confusion or delay.” 


These statements carry with them the experience 
of twenty-two years as a banker. They are 
typical of the opinion of the hundreds of institu- 
tions which are using National Posting Machines. 


The National Posting Machine for Savings Accounts 
Product of The National Cash Register Company, Dayton, Ohio 


When writing to advertisers please mention the American Bankers Association Journal 
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The Condition of Business 


Manufacturing and Trade Continue at Record Volume. Banking 
Situation is Strained and Money Rates High. Material Easing 
of Interest Rates Is Not Looked For. The Question of Financing 


Exports. 


HE past month has brought a 
continued high rate of activity 
in the basic steel and automobile 
industries and in a host of other 
important lines, with the exception of 
building construction, which is slowing 
down somewhat. Distribution of com- 
modities is running along with a volume 
and smoothness seldom surpassed. There 
is an absence of such troubles as car 
shortage, labor strikes, commodity price 
gyrations, or excessive inventories. 
Whatever easing took place in rates 
on bankers’ acceptances and on time 
loans apparently raised false hopes that 
the money market was returning to nor- 
mal, for another stringency developed 
in connection with May 1 transactions 
which are usually of relatively moderate 
size. With the temper of the security 
markets still so confident, there seems 
little likelihood of any material easing 
in interest rates. Meanwhile the bond 
market is depressed and the decline in 
new offerings is not only affecting build- 
ing construction and public improve- 
ments in this country, but has cut off 
the source of foreign credits that other 
countries need for settling their huge 
balance in our favor on account of in- 
terest, dividends, and exports. 


A Gain in Earnings 


statements published dur- 
ing the month make an excellent 
showing, even allowing for the fact that 
the best reports are usually published 
most promptly. To date, 170 reports 
have been issued which show combined 
net profits of $335,000,000, representing 
an increase of 31 per cent over the cor- 
responding period of 1928. Following 
is the tabulation by major industrial 
groups: 


Industrial Corporation Profits 


000’s Omitted 
First Per Cent 
Num- Quarter, of Change 
ber Industry from 1928 


11 Automobiles $87,501 — 0.4 
17 Auto accessories 12, at + 62.3 
5 Building materials 3,81 + 33.9 
13 Chemicalsand drugs 41, ae + 22.8 
15 Food products 28,871 + 19.0 
7 Household appliances 6, "812 + 11.0 
18 Iron and steel 71,160 +111.5 
16 Machinery andtools 31,024 + 32.2 
8 Merchandising chains re 698 + 24.5 
7 Metals 4,662 +105.4 
5 Office 5,580 + 35.9 
12 Petroleu 19,756 +103.5 
6 Textiles and clothing ir 453 + 39.7 
30 Miscellaneous 564 + 6.1 
170 Total $335,757 + 31.3 


It will be observed that every group 
but one shows an increase and that the 
gains in auto accessories, iron and steel, 
and petroleum are particularly marked. 
The table includes General Motors Cor- 
poration, which reported a decline of 
$7,000,000, and United States Steel Cor- 
poration, which increased $21,000,000. 


Production at Record Level 


HERE has been no let-down from the 

record-breaking pace at which the 
steel industry has been operating, and 
forward orders are on the books in sub- 
stantial amount, with pressure for quick 
deliveries. Automobile production like- 
wise has moved into new high ground 
and indicates that the full year’s output 
will be something between 5,000,000 and 
6,000,000 vehicles. Building construction 
is the only one of the triumvirate of 
basic industries which have been such 
major factors in the prosperity of recent 
years that has shown a decline from 
last year. Contracts awarded are run- 
ning some 15 per cent less, the largest 
declines being in residential building, 
publie works and utilities. 

A high rate of activity prevails in 
numerous other important lines. Tire 
manufacturers are running at record 
levels, and although the industry as a 
whole has built up its inventories of 
finished tires to the highest point ever 
reached, these may not be excessive when 
measured by the high rate of motor car 
output. The situation merits a degree 
of caution, however, so as not to over- 
produce. Cotton consumption is running 
very heavy and likewise should not be 
overdone. Silk mills are busy, copper 
mines are operating at capacity, soft 
and hard coal mines are busier than for 
several months back, the petroleum in- 
dustry is building up refined stocks for 
a record season, and the tobacco com- 
panies continue to expand sales at about 
a 15 per cent annual rate. 


Trade Is Generally 
Satisfactory 


—— volume of manufacturing, never 
surpassed, has not resulted in any 
congestion of markets or decline in prices 
such as often occurs, for the reason that 
distribution has kept pace with it. As 
measured by railroad freight car load- 
ings, and sales of chain and department 
stores, the movement of commodities into 
consumption is proceeding with a volume 
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Stock Market Confident; Bond Market Depressed. 


and smoothness seldom witnessed. A 
study of reports for all large merchan- 
dising chains in the United States shows 
that the year to date has brought sales 
more than 20 per cent above the corre- 
sponding period of 1928. 

It must be recognized that in the nu- 
merous changes that are taking place 
in methods of distribution the advance 
of the mail-order houses and their en- 
trance into the chain store and depart- 
ment store field on an extensive scale 
is most significant. In certain commodi- 
ties they are changing the channels of 
distribution entirely, as in radio bat- 
teries and automobile tires. Many of 
these standardized articles they can 
buy in enormous quantities and deliver 
to the consumer at less than it would 
cost a small manufacturer to make. In 
these two lines of business there has 
been an appreciable slowing up in col- 
lections that must be watched. There is 
no confirmation, however, of the asser- 
tion that is often heard, namely, that 
collections throughout the country are 
slowing up because the public generally 
is disposed to put its money into the 
stock market instead of paying its bills. 
Sales and collections are satisfactory in 
most lines, and particularly in the 
metals, machinery, tools, implements, 
and airplanes. 


Farm Prices Among 
the Highest 


T is doubtful whether the business 

public realizes the good fortune that 
the country has had for several years 
now in the relative stability of commod- 
ity prices. There are necessarily ad- 
vances and declines in individual com- 
modities as rightfully reflecting the 
shifting of supply and demand, but the 
changes tend to offset one another and 
the composite has been remarkably 
stable. If there is anything that busi- 
ness needs it is stable prices, whether 
they be high or low. 

In view of the agitation that is go- 
ing on at Washington for raising prices 
of agricultural products, it is interest- 
ing to note that the latest table of the 
United States Bureau of Labor shows 
that this group stands the highest of any 
major commodity group, save hide and 
leather products. The following figures 
are taken from the official statistics 
covering about 550 different commodities 
in wholesale markets, and show the 
group indexes for March, 1929, as com- 
pared with one year previous. 


° 
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Wholesale Commodity Prices 
U. S. Bureau of Labor Statistics 


Relatives, 1926—100 

March, March, 

Commodity Group 1928 1929 
Farm Products............ 103.5 107.1 
Hides and Leather........ 124.0 108.3 
Textile Products .......... 96.5 96.1 
Fuel and Lighting......... 80.8 80.6 
Metals and Products...... 98.4 106.4 
Building Materials ........ 91.0 97.8 
Chemicals and Drugs...... 95.6 95.6 
House Furnishing Goods... 98.3 96.5 
Miscellaneous ............ 79.1 92.4 
All Commodities ...... 96.0 97.5 


Without doubt, the feature of the com- 
modity price movement during the past 
month was the break in copper prices, 
‘from 24 cents per pound down to 18 
cents in the course of less than a week. 
This bears out in striking fashion the 
suggestion made in this review last 
month as to the effect of a large and 
rapid increase in price, cutting down 
consumption, stimulating production, 
bringing out stocks that were not known 
to exist, and calling substitutes into 
play. 


Money Continues Abnor- 
mally High 


Loe has been no real change in 
money market conditions. After the 
April 1 quarterly transactions, there oc- 
curred the usual seasonal easing in call 
loans, and this was followed by an- 
nouncement of fractional cuts in the 
rates on bankers’ acceptances and also 
on time loans secured by collateral. This 
development was naturally heralded by 
people who were guided by hope rather 
than facts as indicating the turn-back 
to normal money conditions. 

Toward the end of the month, how- 
ever, call money rates flared up again 
to 16 per cent, and the stock market 
would have been faced with a crisis 
similar to that nearly precipitated one 
month earlier had not a number of the 
banks stepped in to supply funds tem- 
porarily, and against their own wishes. 
May 1 requirements are not considered 
large enough to cause any real strain 
on the credit structure, but conditions 
at the moment are particularly sensitive, 
and the very large amount of non- 
banking funds now outstanding on Street 
loans makes the withdrawal of even 
moderate amounts have an important 
effect on rates. 


Banking Obstacles Not Yet 
Surmounted 


F OR the person who follows the bank- 
ing and credit situation in a broad 
way it is apparent that no material 
progress has yet been made in getting 
around the obstacle of an over-expanded 
credit structure and the consequent ab- 
normally high rates. We have referred 
to this problem repeatedly, pointing out 
the difficulty of encouraging a liquidation 
in the securities markets because of the 
bullish temper of that market and the 
unfavorable effect upon individual in- 
vestors and on general business that any 
forced decline in quotations always has. 
At the same time, if this high money 


continues, it cannot fail to eventually 
have a bad effect on business. New 
building construction has already fallen 
15 per cent under last year’s volume due 
to the difficulty in getting mortgage 
money. 

Federal Reserve policy is following a 
middle course, for it is obvious that to 
make money artificially easy might even- 
tually lead to another and worse strin- 
gency in time, and to make money 
tighter might definitely hurt trade and 
industry which the banking authorities 
hardly have the courage to do. So far 
there has been no way around the ob- 
stacle discovered without slowing down 
business, and the outlook is not encour- 


aging. 


Crop Prospects Improve 


LATE start is being made in agri- 
culture this season because of the 
rainy and cool weather which has ham- 
pered field work, delayed the germina- 
tion of seed and put the éarly blossom- 
ing fruit trees in danger of damage by 
frost. Acreage will be approximately 
the same as last year, according to the 
annual survey made by the Department 
of Agriculture on the intentions of 
planting by 50,000 farmers. Spring 
wheat acreage will be lower, but durum 
wheat will be higher. The potato crop 
will be substantially reduced, which is 
a good thing, and moderate increases 
are planned in hay, beans, peas, pea- 
nuts, flax and tobacco, also cotton. 
Athough stocks of old grain on the 
farms this spring were comparatively 
high, there has been a good movement 
into domestic consumption and export 
trade, and the carry-over should not be 
excessive. Outlook is favorable in the 
cattle, hog, sheep, dairying and poultry 
branches of farming, but in every one of 
these lines it should not be forgotten 
that conditions of production and price 
tend to move in cycles and that at present 
we are at the high point. It is not a 
good time to expand the increase in pro- 
duction, or for new producers to enter 
the field. 


Export Trade Deserves Study 


CONDITION prevails in the coun- 

try’s export trade that is most un- 
usual and deserves careful study, but 
which so far appears to have received 
very little attention. We refer to the 
large increase in our volume of exports 
so far this year, which brings the figures 
for quantities and values higher than 
ever reached, except during the abnormal 
period of 1920-21. Purchases by the 


— 


countries were stimulated by President 
Hoover’s tour there not long ago. Europe 
is buying heavily. Not only in raw ma- 
terials, which years ago made up the 
bulk of America’s exports, but in the 
highly profitable and competitive manu- 
factured goods as well, our trade is ex- 
panding in a gratifying manner. 

At the same time the foreign ex- 
changes are drifting lower under the 
pressure of our so-called “favorable” 
balance of exports over imports, com- 
bined with the attraction to New York 
by the high money rates prevailing in 
the stock market of the liquid funds of 
other world financial centers, and the 
fact that these high rates have destroyed 
our bond market and therefore made it 
impossible to sell foreign bonds at ad- 
vantageous prices so as to provide for- 
eign credits. In the case of Germany, 
the break-down of the reparations con- 
ference resulted in a further withdrawal 
of funds from that country which caused 
its exchange to break severely—far be- 
low the gold point at. which shipments of 
the metal out of that country is profit- 
able. Unless this tight money situation 
is corrected before autumn these foreign 
countries will not have the purchasing 
power with which to buy our wheat, corn, 
meats, cotton, etc., as well as year- 
around commodities such as copper. This 
could only result in the surplus of agri- 
cultural products backing up in domestic 
markets and causing a break in prices 
which would have grave consequences 
not alone to agriculture but to business 
generally. 


Stock Market Recovers to 
High Point 


fy the money crisis the latter part 
of March was averted, the market 
regained courage and after a spell of 
relative quiet trading in which brokers’ 
loans declined moderately, started work- 
ing upward again and at this writing is 
again around the highest level ever 
reached, as measured by the “averages.” 

Excellent earnings of industrial cor- 
porations for the first quarter have fur- 
nished ammunition to the pools and other 
interests working on the up-side, and the 
sustained high rate of operations in the 
basic industries is taken by many people 
to indicate that business is not being 
affected by the high money rates and 
can in some way be immune. With a 
constantly increasing number of signs 
appearing that business will eventually 
be affected, and that the record pace of 
business so far cannot be kept up in the 
second half of the year, the likelihood 


Mediterranean and South American (Continued on page 1176) 
Major Financing in April 
(See page 1176) 

Issue Amount Rate Due Price Yield 
City of Chicago tax warrants.......... $50,000,000 5 %-6 1930 oe 5.60 
Phila. & Read. Coal & Iron conv. deb. .. 30,800,000 6 1949 100 6.00 
Amer. I. G. Chem. Corp. conv. deb. .... 30,000,000 5% 1949 95 5.93 
Btate OF 28,000,000 5 1930-61 4.75 
Southern Cities Pub. Serv. Co. conv. deb. 17,500,000 6 1949 99 6.00 
Pox Film Corp. mMote®. 12,000,000 6 1930 99 7.05 
Carolina Power & Light Co. Ist & ref. .. 8,000,000 5 1956 99 5.00 
Warner Co. £. 7,000,000 6 1944 99 6.10 
Hotel Pierre, N. Y. Ist s. f. ..........-. 6,500,000 6% 1949 100 6.25 
N. Y. Central RR. eq. tr. ctfs. ......... 6,300,000 4% 1930-43 A 4.90 
Parmelee Trans. Co. s. f. conv. deb..... 5,000,000 6 1944 99% 6.00 
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When This Card 
is Laid on Your Desk 


T’S EASY to get rid of a salesman; we all your colleagues are keeping pace with progress. 
know that.... But... when a “Standard” 
representative calls—even though he may 
be the sixth successive interruption be- 


For the representative of “Standard Services” 
is more than just another salesman. Behind 
him looms the largest statistical organization 
in the world—ready, eager, able to aid you 
with your plans and problems. Equipping him 


tween you and pressing duties—you will do 
well to render him an audience— 


—not for himself, necessarily; to render you service is a group of 600 trained 
—not because he is a gentleman, selected workers—each interested in supplying you 
from many who would carry such a card. with statistics, literature and reports covering 
—not because he shoots a consistent 85, every financial subject of general interest. 
or wears a pin that takes you back to 
college days. Back of him, too—fitting him with practical 


experience which is yours to draw upon—are 
contacts with over 20,000 satisfied “Standard” 
customers, among them the largest banking 


Why, then, should you grant the “Standard” 
man a few minutes of your time? 


First, because he brings you information about =‘ "stitutions In the world—and the smallest. 


the needs of hundreds of banks like yours— 
a a a 
and modern means and methods for meeting 


them. So—the next time a card comes to your desk 


Then, he lays before you facts. ..news... in- bearing the name of a“Standard” man—take 
cidents by which you may supplement your a few minutes to see him. By so doing you 


own knowledge of the great outside financial may accomplish quickly and at minimum cost : 
world—your understanding of the newer trends what might otherwise quite possibly require 7 


in banking circles—your perception of how years of expensive, time-consuming effort. 

Perhaps you may wish to anticipate the “Standard” salesman’s call. 

If so, the handy coupon below will bring you a catalog describ- 

ing the 28 “Standard Services” for you to study at your leisure. 


STANDARD 


STANDARD STATISTICS CO., Inc. BJ 13 
STANDARD SERVICES E RV I E 200 Varick Street, New York 


=) Gentlemen: Kindly send me a Catalog of ** Standard 


Published and Distributed by j Services.” | 


| STANDARD STATISTICS CO., Ine. 
The Largest Statistical Organization in the World 


Name 


200 Varieck Street, New York 


When writing to advertisers please mention the American Bankers Association Journa! 
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Ten-Story Building, 
designed, built and 
equipped in ten 
months from start- 
ing date for 


SOUTH SIDE NATIONAL BANK 
ST. LOUIS, MO. 


ow 


HIS bank originally contemplated a 

four-story building. Preliminary 
survey prepared by us, showing detailed 
analysis of construction costs, rental 
income, operating expense and net return 
on investment, indicated that a ten-story 
building would be more profitable in the 
community where it was to be built. 


Our service, which includes Complete 
Preliminary Surveys, Architectural 
Design, Engineering, Construction and 
Interior Equipment, is fully explained 
in our Preliminary Service Booklet. 


Copy will be sent on request 


ST. LOUIS BANK BUILDING 
AND EQUIPMENT COMPANY 


Designers, &6ngineers and Builders for Banks Exclusively 
CHICAGO 7 SAINT LOUIS MEMPHIS 


Invisible Banking System 
(Continued from page 1075) 


it or where in our arguments we are 
likely to attempt to place it. 

I do not think that fundamentally all 
this trouble with our interest rates js 
legitimately to be charged against the 
speculative proclivities of the American 
people. Nor do I believe that it js 
primarily a matter of what the Federal 
Reserve Board has mistakenly done or 
mistakenly refrained from doing. [ 
think that the responsibility instead is 
clearly, fundamentally, located in the 
mechanism and procedures of the call 
loan market of the New York Stock 
Exchange. It is our American method, 
I think, of organizing and operating 
that great call loan market that is re- 
sponsible for the bringing into that 
market of the enormously great funds 
that have gone there in the past three 
years from sources other than banking. 

Our call money rate today is really 
the controlling interest rate of the 
world. It is fluctuations in that rate, 
and particularly the high prevailing 
level of that rate, that is primarily effec- 
tive in bringing in gold imports. The 
level of that rate controls the other 
rates in this country, not directly but 
in general levels. Twelve foreign coun- 
tries have been compelled to lift their 
rediscount rates already and I think 
everyone would agree that in nearly 
each one of those instances, if our call 
loan rate had been at the levels to which 
we were accustomed to see it in past 
years, those countries would not have 
been compelled to lift their own central 
bank rediscount rates. 

So I think that as we consider what 
has been happening in this period of 
extraordinarily unusual interest rate 
changes, we ought to look further than 
we have been accustomed to look to 
place responsibility. I do not think we 
are going to settle it by getting the Re- 
serve System to make some such change 
as an advance or a decrease in its re- 
discount rates. I do not think we are 
going to get anywhere in it by blaming 
or defending our Reserve System or 
Wall Street in general. I think we must 
look further back into the mechanism 
of that call loan market in New York, 
which is responsible for drawing from 
the banking institutions of this country 
during these past two years enormous 
amounts of corporate funds, and put- 
ting them there where the new banking 
system is quite free from Federal Re- 
serve control, where it is unburdened 
by any visits from the bank examiner, 
and where it is not charged with any 
responsibility for safeguarding public 
interest with regard to its credit supply. 

I think it is a serious matter. My 
own view is that this new invisible bank- 
ing system, based on the peculiar pure- 
ly American mechanism of call loan 
market in that New York Exchange 
is not only very seriously impairing the 
prosperity and the prospects of Ameri- 
can commercial banking in general, but 
that it is rapidly undermining the Fed- 
eral Reserve System. 
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Farm Problems 
(Continued from page 1080) 


prc liminary study of truck crop financing 
by distributors of that city, and similar 
information is being assembled from 
other parts of the country. Data so far 
assembled, although meager, indicate 
that growers are depending more and 
more on distributing companies and the 
trade to supply them with “growing 
money” and are not being disappointed. 
There is an increased willingness among 
these commercial groups to place moneys 
at the disposal of the growers on more 
and more liberal terms. 

The security required by the distrib- 
utor is less formal than that demanded, 
as a rule, by banks, loan associations and 
other financial institutions. Generally 
speaking, the type of collateral which is 
accepted by distributors is not a nego- 
tiable instrument. It represents little 
more than a moral obligation and is sel- 
dom discounted and turned into cash. 
The shipper is often able to secure 50 per 
cent of his loans without paying any di- 
rect interest charge whatsoever; for the 
other 50 per cent he pays only the aver- 
age rate of 6 per cent. 

Just what effects such loans have on 
the individual growers and on the indus- 
try as a whole cannot now be stated with 
decision, but it is hoped that by a year 
from now more will be known than at 
present about the financing of this enor- 
mously expanded industry. 


Marked Progress Made 


HE fruit and vegetable industry it- 

self is active in bringing about cer- 
tain changes to meet changing condi- 
tions and to meet more effectively the 
stable conditions. In the case of sev- 
eral of the perishables, as with peaches, 
marked progress has been made in weed- 
ing out commercially undesirable varie- 
ties. As with strawberries, much has 
been done toward lengthening seasons 
that were once notoriously short. On 
many large markets, February strawber- 
ries are now sometimes as low as thirty- 
five cents a quart and thus within the 
reach of the average family for dessert, 
and everbearing strawberries may be 
found on the markets as late as October. 
The success of the cranberry industry in 
extending its season from the Thanks- 
giving and Christmas holidays to a win- 
ter-long one is well known. 

Then commercial growers are improv- 
ing the integration of crops as between 
sections, although this is sometimes so 
affected by weather as to nullify efforts. 
The success of the chief money crop of a 
specialized locality often depends, in a 
given season, upon not overlapping the 
shipping seasons of growers of that 
product further south. 

Cooperation has long been practiced 
successfully among growers and shippers 
of perishables. Some of our oldest out- 
standing cooperatives handle either fruits 
or vegetables. For instance, the Amer- 
ican Cranberry Exchange has been op- 
erating for more than twenty years, the 
Eastern Shore of Virginia Produce Ex- 


Condensed Statement of Condition, March 27, 1929 


Che 
Cleveland 
Crust Company 


Located at Euclid Avenue and E. 9th Street 
and in 52 Other Community Centers 
in and Near Cleveland 


RESOURCES 


Cash on Hand and in Banks......... $ 27,334,149.02 
U. S., State, Municipal and Other 

Bonds and Investments......... 34,861,744.96 
Loans, Discounts and Advances...... 196,285 ,019.30 
Real Estate and Banking Houses.... 5 644,447.89 
Interest and Earnings Accrued and 

Other Resources............... 
Customers’ Liability on Letters of 


1,960,894.76 


Credit and Acceptances Executed 


9,049,742.07 


$275,135,998.00 


LIABILITIES 


Capital Stock......................$ 10,000,000.00 
Surplus and Undivided Profits....... 7,946,020.14 


Reserve for Taxes, Interest, etc... ... 2,100,001.70 
Dividend Payable April 1, 1929...... 300,000.00 
Due to Federal Reserve Bank....... 5,000,000.00 


Letters of Credit and Acceptances 
Executed for Customers......... 9,049,742.07 


Member Federal Reserve System 
Member, Cleveland Clearing House Association 
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The First National Bank, Amsterdam, N. Y. 


the banking por- 
tion clearly predominates in 
this building, the shop provides 
a substantial addition to the in- 
come from offices and has been 
so designed that this space can 
be readily added to the banking 


room when required. 


UFFINGER, FOSTER & BOOKWALTER 


ARCHITECTS 
BANK EQUIPMENT AND VAULT ENGINEERS 
221 WEST 57th STREET 
NEW YORK 


| 


change has been operating for more than 
twenty-five years, and the California 
Fruit Growers Exchange for more than 
thirty years. 


Should Be Awake 


(;7= of the newer developments in this 
field of cooperation is the apparent 
trend toward larger associations, per- 
haps fewer in number. Another recent 
development which relates especially to 
perishables is found in the movement 
toward establishing clearing houses, 
These organizations are being watched 
with the greatest interest by observers 
in the industry the country over. 

Among other newer phases to be con- 
sidered in marketing perishables are 
such developments as the f.o.b. fruit auc- 
tions, which cdme and went, the chain 
stores, and the roadside markets. All 
must be studied and kept in mind, and 
the older methods must be watched as 
well, for changes are taking place there, 
too. Or in other cases, expected changes 
do not take place as rapidly. as antici- 
pated. 

Apparently no one who is studying the 
fruit and produce business closely be- 
lieves there is any one solution of its 
problems or any one specific direction in 
which it should grow. They incline to 
believe that opportunity now lies rather 
more in cultivating the markets in areas 
already within the reach of the industry 
than in finding markets as yet untouched 
by it, or in any great reduction in trans- 
portation costs. They believe in the pos- 
sibilities of increasing consumption per 
capita by improved distribution and by 
cultivating the tastes of the consumers. 
They believe the industry should en- 
deavor to keep down costs, should be 
awake to dangers as well as to opportu- 
nities, and that it should have, and 
should use to the utmost, full and prop- 
erly interpreted economic information 
regarding the industry. 


Investment Trust 


Regulation 
(Continued from page 1081) 


thereby in such securities as they be- 
lieve profitable. The legal relation be- 
tween such an investment trust and its 
stockholders or bondholders is similar 
to that arising in the case of other cor- 
porations. 

In the second group the relations be- 
tween the purchasers of securities and 
the corporation are governed by the in- 
denture entered into at the time the 
trust is created. This group is again 
divided into types; the fixed type which 
confines its dealings to specified securi- 
ties and the quasi-fixed type in which 
the underlying securities are subject to 
limited changes from time to time in the 
discretion of the management. 

The securities commissioners consider 
it highly desirable that the forms upon 
which investment trusts make applica- 
tion to sell securities within the states 
should be standard, with such adapta- 
tions as are necessary to comply with lo- 
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cal laws. The forms are designed not 
only to furnish information requisite to 
authorize an investment trust to begin 
the sale of its securities within a state 
but to facilitate examination and revi- 
sion of information. When the facts 
have been fully presented to the commis- 


sioners through the proposed form, the | 


association believes that certain essen- 
tials should be present to constitute a 
sound organization for an investment 
trust company. These essentials are: 


|. The securities offered should be in mar- 
ketable form and negotiable by endorsement. 

» The personnel of the office and manage- 
ment should show a clear record of good 
business repute and should be men of in- 
tegrity and investment experience. 

3. The officers, promoters or managers 

should make an investment in the enterprise 
of their own funds sufficient to assure a 
personal interest in the proper’ conduct 
hereof. 
1. Certain essential fundamentals should 
be present in the charter or agreement which 
should be of such character as to amount to 
a covenant with the investors. Some of 
these are as follows: 

(a) Adequate provision in the charter or 
trust agreement or like organization inden- 
ture definitely and accurately stating the 
plan and policy of operation, . 

(b) Provision for periodic statements of 
the financial condition of the company, in- 
cluding balance sheet in detail, income and 
disbursement statement, and in the case of 
a fixed trust an itemized list of investments 
held in the portfolio, or in the case of a 
management ttust, a classification of invest- 
ments held, this information to be furnished 
the share or unit holders at periodic inter- 
Vals, 

(c) Provision that the capital assets can- 
not be distributed during the life of the trust 
through dividends. 

(d) Provision for the establishment of re- 
serves and for surplus out of the current net 
cash earnings from whatever source. 

(e) Definite statement as to the cost of 
management and the expense incurred in the 
raising of capital. 

(t{) A clear statement of any privileges 
accorded the incorporators, officers or man- 


agers. 

There has been a disposition to look 
upon these essentials to a sound organi- 
zation as fixed by the securities commis- 
sioners as in the nature of a code of 
ethics for investment trusts. This they 
may become. But for the present at 
least they represent what the blue sky 
officials of the various states propose to 
demand of these companies as a condi- 
tion precedent to doing business within 
their respective jurisdictions. Regula- 
tion of the investment trust has begun. 


To Guard the Public 


OR the many sound and successful in- 
vestment trusts there is no need for 
an arbitrary code of ethics. The ethics 
of such companies are always unchal- 


lenged. It is to guard the investing pub- | 


lic against the kind of enterprise which 
is not concerned with ethics and which 
has been ever-present in other fields of 


finance that regulation has been devised. | 


Already the proposed procedure for 
dealing with investment trusts has been 
subjected to criticism. The feeling has 
been expressed that the essentials of a 
sound organization as described by the 
commissioners may be all very well but 
they represent the views of officials 
without power in the absence of strong 
and specific legislation. 

But it must be remembered that so 
far only a beginning has been made in 
the direction of adequate supervision of 
investment trusts. Whatever the securi- 


ties commissioners may accomplish with- | 


A GREAT REGIONAL BANK 
CENTERING AT LOS ANGELES 


CONSOLIDATION of 
Los Angeles-First National Trust & Savings Bank 
and Security Trust & Savings Bank has united two of 
the oldest and largest banks of Southern California. 


ECURITY-FIRST NATIONAL 
BANK OF LOS ANGELES 


Resources above $600,000,000. Capital, Surplus and 
Undivided Profits above $50,000,000. Branches 
covering the area from Fresno and San Luis Obispo 
southward to Imperial Valley. Twenty-four hour 
transit service with great saving of time in collections 
and remittances. Banking connections all over the 
United States and correspondents around the World. 


Security-First National Bank offers unequalled fa- 
cilities, both for customers of other banks, coming to 
Southern California; and to institutions, individuals 
and firms needing a Southern California connection. 


HENRY M. ROBINSON J. F. SARTORI 


Chairman of the Board of President and Chairman of 
Directors the Executive Committee 


SECURITY-FiRST NATIONAL COMPANY 


IDENTICAL IN OWNERSHIP WITH 


ECURITY-FIRST NATIONAL 
BANK OF LOS ANGELES 


CAPITAL AND SURPLUS $6,000,000 


HIS investment subsidiary, operating through the extensive 

Branch system of the bank, has unusually good distribution fa- 
cilities, in a region where the bond-buying market is active. Security- 
First National Company is prepared to aid in corporate financing 
by underwriting or participating in the under-writing of high 
quality security issues. 
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Newer and 


Greater Facilities in 


STEEL 
DESKS 


Exclusive Advancements 


The models shown here illustrate only a few 
of the many popular types built according to 
specifications of modern business require- 
ments. Each type includes features of con- 
struction exclusive in Invincible Desks. 


A One-Time Investment 


OR 
home where highest effi- 
ciency and good appearance are 


the modern business 


demanded, Invincible Steel 
Desks surpass every customary 
expectation. Lines of beauty, 
wrought in permanent steel, re- 
tain their luxurious appearance 
long after ordinary desks have 
gone into discard. 


Drawers never can sag or bind 
—they close noiselessly on cush- 
ioned silencers. All locks are set 
in flush with drawer heads, cor- 
ners are rounded. Bronze fittings 


are of fine design and substan- 
tial, — the washable, built-in 
linoleum writing surface re- 
moves all eye-glare, glass, desk 
pads, blotters, etc. 


Executive models are available 
with and without the Invincible 
Concealed Safe in the right 
hand pedestal. The false drawer 
front conceals the built-in safe. 
Keeps private matters private/ 
Stenographic models in a com- 
plete variety of types and sizes 
offer exclusive advantages and 
additional drawer space. 


Write for the Invincible Catalog 


Before you plan, see the Invincible Catalog offering advanced 
facilities at no greater cost than the average market prices, yet 
giving you a quality of construction unsurpassed by any make 


regardless of price. 


Write for catalog today. 


INVINCIBLE METAL FURNITURE CO. 


836 Franklin Street — Manitowoc, Wisconsin 


Note the extra 
drawer in the ped- 
estal. One of many 
exclusive Invincible 
Features. 


Stenographers’ 
Desks of all types 
in single and double 
pedestal models. 
Write for Invinci- 
ble Catalog today. 


out more laws to be added to the ex:st- 
ing multiplicity of statutes will be just 
so much more of a benefit to banking 
and finance. 


Congress Interested 


first step has been taken. It 
remains to be decided whether the 
supervision of investment trusts is a 
function of the state departments super- 
vising banks and trust companies or 
comes under the jurisdiction of the state 
securities laws. How individual states 
finally determine the question of where 
the duty of supervision lies is of less ii- 
portance than that there should be state 
supervision, uniform so far as possible 
in method and in the requirements <ev- 
manded of the investment trusts. 

Federal supervision is the alternative. 
Hints have been heard in Congress that 
the new developments in the field of 
banking and finance are to be studied. 
Study in Congress always takes the 
form of attempted legislation at least. 

Foundations for Federal supervision 
of investment trusts are already avail- 
able. Under the provisions of the Mc- 
Fadden banking act the Comptroller of 
the Currency is empowered to approve 
or disapprove the securities which a na- 
tional bank may buy or sell. An exten- 
sion of this function might not be diffi- 
cult. 

Adequate and uniform state supervi- 
sion of investment trusts, which protects 
the investing public without harassing 
or handicapping the sound and well 
managed companies would obviate any 
need for the entrance of the Federal 
government into this field. Less gov- 
ernment in finance is as desirable as 
less government in business. 


The Banking West 
(Continued from page 1084) 


there were 1194 state banks (with $2,- 
000,000,000 in assets) and 619 national 
banks (with $1,500,000,000 in assets). 
Today there are 886 state banks (with 
resources aggregating $2,000,000,000) 
and 499 national banks (whose resources 
total $3,000,000,000). The Twelfth Dis- 
trict, covering an area of 717,822 square 
miles comprises 23.8 per cent of the area 
of the continental United States. Prob- 
ably two of its most important single in- 
dustries are lumber and petroleum. The 
total dollar value of lumber and timber 
products, reported as $178,000,000 in 
1914, increased to $682,000,000 in 1928; 
the total value of petroleum products in- 
creased from $56,000,000 to $370,000,000 
during that period. The dollar value of 
all industrial output is given as $1,264,- 
000,000 in 1914 compared to $4,960,000,- 
000 in 1928. Total dollar value of the 
agricultural output, not included in the 
foregoing, was $490,000,000 in 1914 and 
$950,000,000 in 1928. And the advan- 
tages and opportunities derivable from 
this enormously increased productive 
power in District Twelve, are more gen- 
erally and widely distributed throughout 
the Pacific Coast territory than ever be- 
fore in its whole history. 
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New Books 


AMERICA CHALLENGED. By Lewis 
F, Carr. Published by the Macmillan 
Company, New York. 322 pages. 
Price, $3.50. 

An interesting book disclosing the 
bare facts concerning the agricultural 
situation and challenging the American 
prosperity idea with such statements as 
“the family farm is now five billion dol- 
lars a year away from being a going 
concern.” The book is engagingly hu- 
man, it brings out the real issues in the 
farm problem. It is startling, since it 
disagrees with the majority of opinions 
on the solution of the farm problem. It 
decries attempts of legislators at solving 
it as mediocre. Unlike many other books 
on agriculture, it presents remedies. 
Greater efficiency in management, the 
doing away of the one-horse farmer of 
the South, a tariff to control surplus, a 
reduction of the rates of the protective 
tariff to reduce the costs of the farmer, 
and an equable tax system are offered as 
solutions. Cooperative marketing, it sug- 
gests, will cut down costs and get better 
prices for farm products. The book may 
prove to be interesting to both farmer 
and city man. 


BANKING AND INDUSTRY IN MICH- 
IGAN. By Walter L. Dunham, pres- 
ident, Detroit Savings Bank. Pub- 
lished by Madeira Publishing Com- 
pany, Detroit, Mich. 179 pages. 

A brief survey of the evolution and 
growth of Michigan’s financial structure. 
A story of growth in banking, in trans- 
portation and in the motor industry. The 
book offers a clear vision of the banking 
and industry of the state as a whole 
from the earliest days to the present. 


EXECUTIVES BUSINESS LAW. By 
Harry A. Toulmin, Jr. Published by 
D. Van Nostrand Co., Inc., New York. 
752 pages. Price, $6. 

Written by a practicing attorney the 
book presents a survey of what every 
business man should know about the law. 
It presents the facts that will enable him 
to learn when he should consult a lawyer. 
It is a reference book as well as a text 
book explaining in simple language, 
stripped of legal phraseology, the sub- 
stance of the law. The book is arranged 
so that it may be consulted with reference 
to specific problems and its pages are 
free from the bothersome array of foot- 
notes which so often clutter up a legal 
work. 


BANK SALES MANAGEMENT. ° By 
Mahlon D. Miller, Manager, New 
Business Department, Lake Shore 
Trust and Savings Bank, Chicago. 
Published by the Ronald Press Co., 
New York. 298 pages. Price, $5.00. 


This is a text book on what is be- 
coming to be a more and more important 
department of a bank—the new business 
department. It describes modern meth- 
ods of obtaining new business that have 
been tried and tested and found to be 
successful not only in selling the ser- 
vices of a bank but of keeping them sold. 


BUSH DISTRIBUTION 


100 Broad Street 


Profitable for them—and you 


Banks. may well pass the message below on to the manu- 
facturing and selling concerns among their customers. 
It will benefit both bank and commercial business to call 
attention to the importance—for profits—of the New 
York market, and to the necessity—if there are to be 
profits—of economical, sure and prompt physical distri- 
bution of goods in this great market. The advertisement 
reproduced below appears in Distribution Economy for 
April; in the May issues of Review of Reviews, Forum, 
Magazine of Business, World’s Work, Harper’s Magazine; 
and in Time for April 29th and Forbes for May 1st. 


Help your net profits 
with New York sales 


Are you Staying out of this big market because it is h 
Are you in this marker, bi 
ing up profits? No ner? 


ard? 


ut payi 
Paying too much for sales—sales costs eat- 


A aly } & y ty 
n. ze what As wron and ‘ou will fi i 
nd that the difficul 1s to have 


Out paying too m 
h buyers, 


condition, 


Bush Distribution Service will do it for you 


For many nation i i 

and Corporations the Bush Organization 
unction of receiving, storing and deliver- 

Customers. Bush Service will do as much 

a ee ui Profitable sales by Cutting costs and 

mers complaints and consequent loss of business 
ush Service puts at your disposal enormous watersj | 


immediate ch wi i 
Pe a touch with incoming freight from all rail 
; lofts for manufacture or assembly 


_ and inventory and delivery system 
ized, but adaptable to your special needs 


Get full details in 


Ask for the Bush Distribur; i 
ution Service booklet, “Distribur; 
your sales and profits in New 
your special problems, we w; 
vantages of Bush Service your ding 


insuring 


de warehouses in 
way and steamship 
with low cost labor, light and 
Ss that are simple and standard- 


“Distribution Perfected” 


SERVICE 


Bush Terminal Company 
New York, N. y. 


Please mention this issue of the American Bankers Association Journal 


1145 
| 00 much for storage; and 
© Move stock as needed me for small freight 
shipments to hand-to-mout : ock in right quan- 
tity, qualiry, variety, and HS and can’ deliver it quickly, you 
don’t get the business you solicit and you lose the accounts you have. P 
And if Storage and delivery costs are high, where are your profits? . 
But some concerns are making money on their metropolitan sales. How 
do they do it? 7 hey concentrate on sales and turn the huge local distri- 
bution problems over fo experts who know the New York mark ’ 
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satisfactory 


substitute 


for 
MILWAUKEE 
CHAIRS 


There is no substitute for the truth, or for diamonds; and there 
is no satisfactory substitute for Milwaukee Chairs. 


Everywhere the greater beauty, dignity, comfort and service 
of these famous chairs are universally conceded and really re- 
quire no demonstration. 


The thing which makes Milwaukee Chair superiority unmis- 
takabiy evident is the known fact that for designing and build- 
ing chairs beyond the reach of rivalry, there is nothing any- 
where in America which even compares with the vast Milwaukee 
Chair Company facilities and the knowledge gained by more 
than 50 years of producing quality chairs. 

That is why these chairs have no satisfactory substitute. 

A great variety of styles, designs and finishes are available 
from which to make a selection—and to exactly harmonize with 
your present furnishings. Photographs will be gladly supplied 
on request. 


The MILWAUKEE CHAIR COMPANY 
Executive Offices: 666 Lake Shore Drive, Chicago - Factory: Milwaukee, Wis. 


MILWAUKEE 


CHAIRS 
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Evolution in the 
Reserve System 


(Continued from page 1090) 


famous February “warning” statement 


| the Reserve Board had given every evi- 


dence of being concerned with day-to-day 
developments in the stock market. 
Nevertheless it is in its annual reports 
that the statements of the policy of the 
Reserve Board are made. 


The New Method 


HIS disposition on the part of the 

board to concentrate upon the longer 
objectives is made a part of its most 
recent interpretation of credit policy in 
dealing with the credit needs of the 
country. The Reserve Board now draws 
a sharp distinction between credit policy 


| and banking policy. 


Credit policy is now defined as the im- 
personal influence that the Reserve 
System may exert on the volume and 
cost of bank credit through its sales or 


| purchases of securities in the open mar- 


ket, through discount rates on member 


| bank borrowings and through buying 


rates on acceptances. These are the 


accustomed methods by which the Re- 


serve System controls credit, or, in the 
light of the past two years, seeks to 


| control credit. 


Banking policy is the new method of 


| eredit control. It is the influence ex- 
| erted by a reserve bank on the loan and 


investment policy of an individual mem- 
ber bank. Ordinarily it is exercised 


| only over banks that are borrowers 


from the reserve bank. Primarily it is 
in the nature of supervision. In this 
phase it has but a limited effect upon 
credit. It affects only an_ individual 


| bank or a small group. | 


A National Policy 


OWEVER, it may be that instead 
of withdrawing funds lent on the 
stock exchange in order to reduce its 
indebtedness to the reserve bank, when 
reserve banking policy so demands, a 


| bank may borrow from another bank, 


member or non-member, which in turn 
may obtain accommodations from still 
another bank, which may be in a position 


| to borrow from the reserve bank. As 


a result of such a series of transactions 
there would be no reduction in security 
loans or in borrowings at the reserve 
bank. 

It is exactly this sort of thing that the 
Reserve System has been trying to meet 
in its efforts to halt the forward march 


| of brokers’ loans. Therefore, according 


to the Reserve Board, the importance of 
banking policy lies in promoting the 
soundness of member banks, and the 
cooperation of these banks with the 
Federal Reserve System in carrying out 
banking policy is essential to the main- 
tenance of sound banking conditions. 
Credit policy availed the Reserve 
System little in the past two years 
But in recent months there have been 
unmistakable evidences that banking 
policy was at work. It has been a 
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national policy. The phase of banking 
policy that is akin to the examination 
function by the reserve banks is always 
at work. Its broader aspects are new. 


Old Styles Revived 


ONSIDER then the trend. With 

larger banking units operating 
over wider areas to deal with, and with 
a nationalized money market rapidly 
organizing, the Federal Reserve System 
is turning to banking policy as distinct 
from eredit policy as the expression of 
its influence. Such a policy by its very 
nature requires a guiding hand. If such 
a policy is to be attuned to the longer 
objectives, that hand must have the 
strength to hold it to its course. Only 
through centralized power can such a 
strength be attained. 

To speak of centralized power in the 
Federal Reserve System is to recall an 
old controversy. The system came into 
being after a harsh struggle between 
the central bank theory and the idea of 
regional reserves and regional credit 
policies. But controversy can not stay 
the trend. 

As far back as 1915 the Federal Re- 
serve Board in its second annual report 
announced: 

“The board has endeavored during the 
past year to develop a consistent discount 
policy, graduating its rates according to the 
maturity and character of paper discounted 
or purchased in the open market. * * * It 
may not be practical to maintain uniform 
rates throughout the twelve districts, but 
they should unquestionably bear a consistent 
relation one to another, while a very much 
greater adherence to uniformity than before 
the enactment of the Federal Reserve Act 
will undoubtedly be secured.” 

Not long after this declaration was 
made uniformity in the Reserve System 
went out of fashion. It looks now as 
though old styles were coming back, and 
someone always has to set the styles. 


Out of dw Credit 
Wilderness 


(Continued from page 1094) 


endeavoring to prevent any development 
that would find the banks of the coun- 
try indebted to the Federal Reserve Sys- 
tem in large measure when elasticity 
might be required in order to carry the 
investing public over the peak of prices 
when that time arrives regardless of 
whether it may be far or near to the 
present in point of time. 


For the Greatest Good 


T is conceivable that the market can 

be made to correct itself with the 
intelligent exercise of these forces, for 
when the price point is reached where 
the income return from securities can- 
not be expected to improve for a long 
time to come, they cannot be carried on 
high money. If at such time no danger- 
ous expansion and inflation exists that 
will necessitate a great dumping of se- 
curities, and if, instead, the peak is 
approached with a falling off in opera- 
tions, the protection which the bankers 
are endeavoring to afford will have been 
effectual and no crisis need develop. 


| PROGRESSIVE 


There are 65 chances out of 100 


that your Buffalo customer is a 


customer of the Marine 


MARINE 


TRUST COMPANY 
OF BUFFALO 


CAPITAL, SURPLUS AND UNDIVIDED PROFITS OVER $28,000,000 
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e don't need 


to insure the whole house 


against Fire 


** PT ET’S insure the kitchen for $800. And the 
furnace room for $600. We'd better have 
about $2000 worth for the living room . .. no, that’s 
not enough . , . there’s an open fire there... make 
it $4,000. That’s all the insurance we need. The 
rest of the house won’t catch fire.” 


A man who bought fire insurance on such a guesswork 


basis would certainly be dubbed an optimist. 


Isn’t it equally optimistic to buy dishonesty protection 
“piecemeal”? 


Who can foretell which employee will prove dishonest 
... or how much he will take? 


It isn’t necessary to guess. Under an F&D Bankers 
Blanket Bond you can cover all your employees without 
naming any individuals or specifying the amount of pro- 
tection that shall apply to each. And in addition to pro- 
tecting you against dishonesty, an F&D Bankers Blanket 
Bond will also safeguard you against burglaries, holdups, 
and many other hazards. 


Of even greater importance ... in the event of a loss 
under a Bankers Blanket Bond, no matter who or what 
is responsible, the entire amount of the bond is available 
to cover it. 


If you are interested in obtaining complete protection against the 
hazards to which you are exposed, talk with the F& D representa- 
tive in your community. He will be glad to tell you all about 
Bankers Blanket Bonds. Or write us, direct. 


FIDELITY AND DEPOSIT 
COMPANY OF MARYLAND 
Baltimore 


(i) 


Fidelity and Surety Bonds—Burglary and Plate Glass Insurance 


Representatives Everywhere 
An American company providing the best possible protection for American banks 
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The Commerce and Marine Co» mis- 
sion, therefore, believes that the con- 
tinued prosperity of the country re: jires 
that the problems involved in th. ex. 
tension of credit be left for their <oly- 
tion in the hands of those who ha: » ex. 
perience in dealing with them, fo» the 
situation is delicate at best. On!. the 
exercise of the highest degree of i» ‘ellj- 
gence can result in orderly progre-:. 

It is the desire and the busine<s of 
bankers, and to their profit, to do « very- 
thing within their power to preserve 
the equities that the general public, their 
customers, have in their holdings, 
whether it be in the form of securities 
or commodities. Bankers cannot he ex- 
pected to accomplish the impossible, and 
great waves of human optimism and 
pessimism always cannot be controlled. 
There is not the slightest doubt, how- 
ever, but that intelligent banking sense 
gained from experience and based on 
desire for the protection of their own 
business, which is absolutely dependent 
upon general prosperity, should enable 
American bankers, including the Federal 
Reserve System, if not forced into ways 
against their will that are unsound, to 
meet such situations as may arise, re- 
gardless of their intensity, with the least 
difficulty to all concerned. 

The time to create new laws or regu- 
lations, and to correct difficulties that 
develop in the use of credit, as the in- 
dustry of the country expands, is not 
during a period of strain when contro- 
versy or any error of judgment might 
cause a catastrophe, but upon resump- 
tion of more normal conditions. It might 
well be that the experience of the past 
two years, after present conditions have 
run their course, will show the advis- 
ability of certain changes in the methods 
under which credit is supplied to carry 
on stock transactions. Fortnightly set- 
tlements or other means of control may 
prove to be justified or desirable. 

There is no question, however, but 
that cooperation between the Stock Ex- 
change management and the Federal 
Reserve System and its member banks 


| ean be depended upon to secure better 


results in the accomplishment of such 
protection than would be possible through 
public controversy. Further, the dispo- 
sition of those who represent these great 
business organizations is believed to be 
in favor of some effective means of co- 
operation. In case of need, Congress 
could be asked to consider legislation 
which, if found to be sound, would un- 
doubtedly be passed. This method of 
procedure could be depended upon to en- 
tail the least hardship and accomplish 
the greatest good for the people of the 
United States. 


Foreign Investments in China 


Proposals have been presented to the 
Central Political Council outlining con- 
ditions under which the investment of 
foreign capital in different government 
construction schemes would be permitted 
in China according to Commerce De- 
partment reports. The Chinese govern- 
ment, however, would retain control of 
such enterprises. 
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When Texas Proved the 
Cheap Money Fallacy 
(Continued from page 1098) 


were overcome and he signed the bill. 
The barriers against unlimited inflation 
were thus indirectly but effectually re- 


moved. 
The new issue did not bear interest, 
but on account of an impression in red 


ink on the back of the individual note, 
were everywhere known as “red-backs.” 
This fact may have had a bearing on the 
appearance of “greenbacks” in the 
United States during the Civil War. 

Paper “money” in the form of Treas- 
ury Notes to the amount of $4,717,939 
was issued. In January, 1839, these 
notes were worth about forty cents on 
the dollar. A few months later the mar- 
ket was off to thirty-seven and one-half 
cents. In 1841, the price slumped to 
twelve cents. The following year the 
notes tumbled to ten cents and later to 
two cents. The year closed with the 
notes practically worthless. 

The Treasury Notes were succeeded by 
what were termed “Exchequer Bills,” 
but they never passed to any extent into 
circulation. From first to last, the 
amount of paper “currency” issued by 
the Treasury of the Republic of Texas, 
and serving to a greater or lesser extent 
as circulating media, amounted to $13,- 
318,145, or reckoning the population of 
the Republic at 50,000, more than $266 
per capita. If paper issues could make 
a people rich, then the early Texans 
ought to have been the richest people on 
earth. 


Paper Money Prohibited 


IRABEAU B. LAMAR was Presi- 

dent of the Republic of Texas from 
1838 to 1841. During this period the 
era of paper money may be said to have 
reached its hey-day. When Lamar be- 
gan his term of service, the national 
debt was, in round numbers, $2,000,000. 
When he retired the debt had reached 
the appalling amount of $7,000,000. In- 
flation had done two or three definite 
things. Imports had been encouraged 
and exports had been discouraged. The 
balance of trade was hopelessly against 
the Republic. The presence of abundant 
“money” had lead to all sorts of national 
extravagance, 

The brief story of the Republic of 
Texas is but an incident in all history. 
It shows that when a nation has once 
embarked on a scheme of irredeemable 
paper money it is extremely difficult if 
not wholly impossible, to resist the cur- 
rent of its influence. The experience of 
Texas constitutes no exception to this 
general rule. 

Texans of the early days deserve 
credit for one thing, at least, even dur- 
ing the period of inflation and money- 
madness. They had gone the limit in 
inflation, but they never made their gov- 
ernment paper a legal tender in pay- 
ment of private debts and obligations. 
Every man was left at liberty to refuse 
or to receive Treasury Notes at his op- 
tion. The result was that when “red- 
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Main Line 
or 


Siding? 


Your customer sees to it that 
his cotton and other commodi- 
ties are kept moving toward 
their destinations. 


Delays mean loss. 


Are you favoring side-track 
methods by permitting the rel- 
ative drafts and bills-of-lading 
to spend nights in post offices 
and days in bank mail racks? 


Out-of-town collection items 
with documents attached are re- 
forwarded direct within two 
hours’ time, day or night, after 
receipt by us. 


Our Transit and Collection 
Departments are in continuous 
operation 24 hours daily. 


THE 


PHILADELPHIA 
NATIONAL BANK 


INCORPORATED 1803 


PHILADELPHIA, PA. 


Capital and Surplus... . . . $50,000,000 
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ROSE Tav- 
ernelle Mar- 
ble Stairway, 
well lighted and 
of easy descent 


leads to the Safe 


Deposit Depart- 
ment in the Base- 
ment of the First 
National Bank, 
Jeannette, Pa. 


Organized Ability 


HE modern bank buildin 


few men know enough about every 


is so complex a structure that but 


etail to design it alone. 


Here, if ever, in the field of professional endeavor, are the principles 
of organization advantageously applied. 


The bank architect is seldom one man. 


More often he is a 


composite group. With widely varying talents, each architect or 
engineer in the group has his specialty. One man will solve the 
problems of architectural design and plan, another the structural 
questions, others will be the authorities on bronze and marble, or 
vaults and burglar protection or furniture, equipment and decora- 
tions or what not. Sitting in such an office, you can, without leav- 
ing your chair, summon the man to answer whatever question you 


asked. 


The ability of each of these men is applied to every bank that 
is designed. Each, from his standpoint, makes that building as 


nearly correct as he can get it. 


It is thus, with nothing left for 


chance to discover later, that the bank architect creates a truly 


satisfactory building. 


TILGHMAN MOYER COMPANY 


The Design, Construction and Equipment of Bank Buildings 
ARCHITECTS « ENGINEERS 


” 


y= us send you a copy of ‘Building the 


Bank for Business.’’ This book, written 
from experience by bank architects and engi- 
neers, answers the questions, ‘‘What is a suc- 
cessful Bank Building?” and “‘How can the 
banker insure these qualities in his new build- 
ing?”’ 

You will find 138 pages of profitable infor- 
mation. Simply mail thé convenient coupon 
and the book will be sent promptly and at no 
cost or obligation to you. 


backs” were almost the exclusive cir- 
culating medium specie was the standard 
of ultimate settlement between men. 

The people of Texas must have _ had 
all the experience they wanted with paper 
currency, for when the State Constitu- 
tion was framed, in 1846, the framers, 
by one of their earliest decisions, in- 
serted in the Constitution these provi- 
sions: 

“In no case shall the Legislature have 


power to issue treasury warrants, treasury 
notes, or paper of any description in- 


TILGHMAN Moyer ComPANy, Allentown, Pa. 
Gentlemen: Without obligation, please mail 


me a copy of the booklet “Building the Bank 
for Business.” 


Name: 
Address: 


tended to circulate as money.” 

“The Legislature shall prohibit by law 
individuals from issuing bills, checks, or 
promissory notes, or other paper, to circu- 
late as money.” 


The first Legislature under statehood, 
meeting the succeeding year, made the 
following enactment: 

“No person or persons within this 
State shall issue any bill, promissory note, 
check, or other paper, to circulate as 
money.” 

Heavy penalties were provided for the 
violation of the law. 
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. for information on raw materials 


From the time of the annexation of 
Texas to the Civil War, her people had 
little use for paper money. During the 
Civil War Confederate paper money 
found little favor, and circulated only 
under the pressure of military law and 
necessity. 


Bridging the Chasms 
of Business 
(Continued from page 1102) 


porating this phase in the proposed 
tional census. This questionnaire 


na- 
alled 
con- 
sumed, stocks on hand, and purchases; 
consumption, stocks on hand, and pur- 
chases of semi-finished products and 
completely manufactured parts for use 
in manufacturing and assembling; con- 
sumption, stocks on hand, and purchases 
of mill supplies and fuel; purchases for 
plant equipment, maintenance, etc.; and 
distribution of products by classes sold 
through wholesalers, jobbers, chain 
stores, retailers, directly to consumers, 
etc. 

It is proposed to restrict the classes 
of commodities on such questionnaires, 
in the national census, to the principal 
kinds of materials used, rather than at- 
tempt to secure detailed information on 
all commodities. It is also planned to 
confine this inquiry to establishments 
having an output of at least $100,000 in 
value. 

Altogether, this national census of 
distribution—if and when it is taken— 
promises to be immensely valuable to 
every element in American merchandis- 
ing. The manufacturer will be affected 
at both ends of his operations—the raw 
material coming in at one side and the 
fabricated products going out at the 
other. With respect to both, deplorable 
elements of uncertainty and obscurity 
have existed in the past. 

It is hardly too much to say that, in 
many instances, a mantle of darkness 
has enshrouded the paths taken by the 
manufacturer’s products after they leave 
his factory door. He knows their first 
destination, to be sure—but what hap- 
pens after that, before they come into 
the hands of the ultimate consumer, is 
something of a veiled mystery. Many 
of their paths are unquestionably 
devious. 

The national census of distribution 
should be illuminating in the _ truest 
sense. It would throw shafts of sus- 
tained and penetrating light across many 
of the dark places of contemporary mer- 
chandising. It would bring out the con- 
tour of the land in sharp and clear 
relief. The manufacturer, the banker, 
the wholesaler, the chain-store executive, 
the independent retailer—all could dis- 
cern their respective positions and de- 
termine upon the most judicious, profit- 
able course. From such knowledge, and 
the immeasurably heightened efficiency 
that would flow naturally from it, vast 
monetary savings should result—and our 
entire business organism might be ex- 
pected to experience a new infusion of 
energy, skill, and resourcefulness. 
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Grain Trading 
(Continued from page 1105) 


pressed that according to the report of 
the former Secretary of Agriculture, 
William M. Jardine, contained in Senate 
Document No. 264 of February 25, 1929, 
he was forced to suspend the regulations 
for eight months in 1927 in order to 
show by actual demonstration whether 
there was any merit in the claims put 
forward. 

According to the report of Mr. Jar- 
dine, the lifting of the regulations had 
no effect by way of improving prices 
or by way of increasing the volume of 
trading. In fact, the data given would 
indicate that there was less speculative 
interest in wheat during the period that 
the reports were dispensed with than 
during similar periods when _ reports 
were required. 


Wheat the Magnet 


reports on individual accounts 
were suspended on February 26, 1927, 
and were reinstated on November 1, 
1927, so that during eight months in 
1927 speculators were free to buy or 
sell as much as they wished without the 
government knowing anything about 
their operations. 

Speculation in wheat is larger by far 
than in any other grain. Corn comes 
next, but although the United States 
wheat crop is less than one-third the 
size of the United States corn crop, the 
volume of trading in wheat futures on 
our markets is approximately three 
times as large as in corn. 

The four principal wheat markets in 
the United States are the Chicago Board 
of Trade, the Minneapolis Chamber of 
Commerce, the Kansas City Board of 
Trade, and the Duluth Board of Trade. 
The total volume of trading in wheat 
futures in these four markets during 
the calendar year 1927, when the reg- 
ulations were suspended for eight 
months, amounted to slightly less than 
ten and one-half billion bushels. During 


1926, the year before the regulations ~ 


were suspended, it amounted to nearly 
fifteen billion bushels, and during 1928, 
when the regulations were again in 
effect, it amounted to slightly more than 
ten and one-half billion bushels. 


The Dominant Market 


HE regulations first went into effect 

in July of 1928. That year the total 
volume of trading in wheat futures on 
the four markets referred to amounted 
to only about nine and one-half billion 
bushels, but in 1925 it amounted to 
nearly twenty billion bushels. Although 
records of volume of trading are not 
available prior to 1921, the year 1925 
is regarded as a record year for specula- 
tive trading in wheat. 

The amount of open contracts in wheat 
futures on the Chicago Board of Trade 
during the period from February 26 to 
November 1, 1927, while the regulations 
requiring individual reports were sus- 
pended, was also smaller for the most 
part than during any similar period for 


Investment 
Trusts 


While the investment trust is recognized as a valu- 
able aid to the individual investor in simplifying his 
investment problems, the distinct differences in the 
rights of shareholders or participants in the many 
investment trusts now in existence or being formed, 
make necessary a careful analysis before choosing 


among them. 


We gladly offer our services in this respect without 


obligation to you. 


OTIS & CO. 


Established 1899 
CLEVELAND 


New York Chicago Philadelphia Detroit Cincinnati 
Denver Kansas City Toledo Akron Columbus 
Louisville Colorado Springs Canton Massillon 


MEMBERS: New York, Chicago, Cleveland, Detroit and Cincinnati Stock Exchanges, 
Chicago Board of Trade, New York Cotton Exchange and New York Curb Market 


which figures are available (1924-1928). 
Since between 85 and 90 per cent of the 
trading in all grain futures in all of the 
markets of the United States takes place 
on the Chicago Board of Trade, this 
market is of dominant importance. 

A fair consideration of all the facts 
seems to indicate rather definitely that 
regulation of the futures markets by the 
Federal government has had no harmful 
effect either in driving speculators out 
of the markets or in reducing the volume 
of trading as a whole. Indeed, there is 
much to suggest that the markets might 
function better if some speculators did 
not try to trade in such large amounts. 


Prices Still Fluctuate 


T is doubtful if there can be found 

any law which has accomplished fully 
all that was expected of it. The Grain 
Futures Act has undoubtedly had a far- 
reaching effect in preventing deliberate 
manipulation of the markets and in pre- 
venting the circulation of intentionally 
false reports, but there are occasions 
still when prices fluctate ‘beyond reason- 
able limits. 

Fluctuations cannot be prevented en- 
tirely but there unquestionably is room 
for improvement over present conditions. 
In 1925, for example, between February 
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“**** But it is no ex- 
aggeration to say that 
merely to be known 
as a depositor in the 
Chemical National 
Bank tends to give an 
individual or a corpo- 
ration a certain stand- 
ing in the eyes of the 
community. 

(From The World’s Work) 


GHEMICAL 


NATIONAL 


BANK 


OF NEW YORK 
FOUNDED 1824 


10 and April 16 there were six different 
days on which the price range in the 
Chicago May wheat future was ten cents 
or more. That market was extraor- 
dinary, of course, and is not a fair 
sample of what takes place normally. 
Investigation by the Grain Futures 
Administration of the wide price fluctua- 
tions occurring at that time showed that 
they were caused primarily by the heavy 
trading of not more than five large 
speculators. This investigation, sup- 
ported by more recent studies, has led 
the government to recommend the 
placing of a limit upon the amount of 
purely speculative interest that any one 
trader may have in the market at any 
one time. Convincing data have demon- 
strated that whenever a speculator at- 


tempts to buy or sell on the Chicago 
Board of Trade during a single day 
more than 2,000,000 bushels of any one 
grain future, prices are likely to respond 
unreasonably to such buying and selling 
regardless of fundamental conditions. 
There is no authority at present in 
the Grain Futures Act for any specific 
limitation upon the amount of trading 
or of open interests of speculators. 
There have been times when individual 
traders have been in the market to the 
extent of over 10,000,000 bushels, one 
trader being “short”? Chicago December 
wheat futures in September of 1926 as 
much as 12,545,000 bushels. Limitations 
upon trading could be imposed possibly 
by the exchanges themselves. Any move 
in this direction will be opposed by many 


members who are shaken with fear at 
any suggested innovation. 


Publicity Feared 


HIS “fear complex” has prevented 

the exchanges from undertaking on 
their own initiative many reforms which 
leaders in the grain trade have known 
for years to be sound and desirable. The 
membership of the Chicago Board of 
Trade, for example, stood out against 
the establishment of a modern clearing- 
house system long after the New York 
Cotton Exchange and even the smaller 
grain markets had adopted such a <ys- 
tem. It was feared that the employees 
of the clearing association would learn 
too much about the business and the 
affairs of individual -traders and firms. 

Publication by the Grain Futures Ad- 
ministration of figures showing the daily 
volume of trading was opposed at first 
because it was thought that knowledge 
of a vastly larger trade in futures than 
in cash grain would tend to strengthen 
the view that the boards of trade were 
largely gambling institutions. 

When it was first proposed to publish 
daily the amount of open commitments 
in the various futures, some thought 
that the end had surely come. These 
figures now are eagerly sought and are 
considered a valuable addition to cur- 
rent grain statistics. 

There still is considerable sentiment 
to the effect that trading in grain fu- 
tures works to the detriment of grain 
producers in affording unnecessary op- 
portunity for speculators to make a drive 
on prices at times of heavy marketing. 
This is evidenced by the serious consid- 
eration given by Congress recently to 
bills to prohibit “short selling.” 


Public Interest Paramount 


HERE is_ need, no_ doubt, for 

strengthening the Grain Futures Act 
in some particulars, but conditions have 
been improved in numerous ways over 
what they were in the past. While 
erratic and seemingly unnecessary price 
fluctuations have occurred since the law 
went into effect, the conditions producing 
them have on various occasions been 
foreseen by the administrators of the 
law and steps taken to prevent bad 
situations from developing or to modify 
their effect. 

The Grain Futures Act has strength- 
ened in many ways the position of 
the exchanges with respect to future 
trading. It has served to improve 
greatly the legal status of futures con- 
tracts in states where anti-gambling 
laws formerly had been applied to in- 
validate all obligations growing out of 
dealings in futures. The Grain Futures 
Administration, which _ organization 
within the United States Department of 
Agriculture handles the detatis of ad- 
ministering the law, has brought to light 
much valuable data and information not 
available heretofore and through the 
publication of unbiased statements re- 
garding exchange activities has done 
considerable to dissipate misunderstand- 
ing and distrust in regard to these mat- 
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ters. On the whole, -the attitude of the 
government has been one of friendly 
interest and desire to improve the facili- 
ties for trading. 

One of the best fruits of regulation is 
that responsible grain exchange officials, 
as well as members generally, are com- 
ing to see that misunderstanding and 
distrust breed mostly in dark places and 
that where the public interest is con- 
cerned they fare best who are the least 
disposed to hide their affairs from public 
scrutiny. Congress, supported by the 
United States Supreme Court, has de- 
clared these markets “to be affected with 
a national public interest.” That this 
interest is of paramount importance and 
one to be guarded above all others must 
not be lost sight of if the exchanges are 
to grow in the public estimation and in 
the quality of economic service they may 
render. 


Capital in Canada 
(Continued from page 1106) 


annual value of nearly $4,000,000,000, 
and a physical volume 50 per cent great- 
er than at the peak of war-time activity, 
exports over 40 per cent of her manu- 
factures, and ranks seventh among the 
industrial nations. 

The high state of efficiency in Ameri- 
can industry has been a _ subject of 
world-wide interest. Canada and the 
United States have many things in com- 
mon; the experience of one is easily 
available to the other, and, therefore, 
it is but natural that Canadian industry 
should adapt many of the most valuable 
practices in the American organization, 
the extent of which may be judged by 
comparing the value added by manufac- 
ture per employee in the United States, 
about $2,740, with that in Canada, 
$2,600. 

In other words, the costs of convert- 
ing raw materials into finished products 
are about the same in both countries, 
a fact which in the case of Canada may 
be regarded with justifiable pride, for 
she has practically reached the level of 
a country known to employ the most 
efficient methods in manufacture. 


A Billion of American 
Capital Invested 


ENTION has been made of Ameri- 

can participation in Canadian in- 
dustry. This has been due to two fac- 
tors: first, the attraction of an expand- 
ing market afforded by nearly 10,000,- 
000 people with a high standard of liv- 
ing, and, secondly, the advantages to 
be gained by manufacturing in Canada 
for that vast market within the bound- 
aries of the British Empire. In connec- 
tion with the latter feature, it should 
be explained that, as a result of pref- 
erential treaties throughout the British 
Commonwealth of Nations, goods made 
in Canada enter a number of the com- 
ponent countries free, or at lower duties 
than those charged on what are called 
foreign articles. It is estimated that 


about $1,000,000,000 of American money 
is invested in over a thousand factories 


MAKE YOUR CHECKS 
SAY WHAT YOU 
WANT THE PUBLIC 


TO THINK 


Some banks use their checks as withdrawal forms alone; 


and some find an additional use... that of creating a favor- 


able public opinion toward their bank. 
You can make your checks say what you want the public 
to think about your bank .. . that yours is a bcak of character, 


| 
L 


or chemical erasure. 
Send for the booklet we’ve prepared for you. It’s free 


safzcy, strength and 
For 
checks are capable of 


progressiveness. 


saying all these things 
—are fully capable of 
favorably reflecting the 
standing of your bank. 
Checks made on La 
Monte National Safety 
Paper (the majority of 
banks in the leading 
_ cities of the country use 
La Monte Safety Paper) 
have the happy faculty 


of presenting your bank in its most favorable 
light. They convey a proper intimation of a 
bank’s standing; are recognized by bankers 
and business men alike as the standard of comparison. 


And they are safe; protected on both sides from mechanical 
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for the asking. We’ve shown in it how other banks have 
used La Monte National Safety Paper — how they have taken 
advantage of its fine appearance and pleasing colors — to 
achieve really distinctive checks. 

Identify National Safety Paper by its wavy lines. George 
La Monte & Son, 61 Broadway, New York. 


LA MONTE 


NATIONAL SAFETY PAPER FOR CHECKS 


and mills throughout Canada, including 
branches of such concerns as General 
Motors, the Ford Motor Company, the 
Gillette Safety Razor Company, the 
Firestone and the Goodyear tire com- 
panies, and the International Harvester 
Company. It may be taken for granted 
that this large fund of capital has been 
profitably engaged; otherwise it would 
have been withdrawn. 

Industrial activity in Canada is cen- 
tered mainly in the provinces of On- 
tario and Quebec, the former occupying 
first place. However, each has geo- 
graphical and other advantages for cer- 
tain lines of industrial operation. All 
the automobile manufacturing plants and 
most of the allied industries are in On- 
tario. This province also leads in the 


steel fabricating and machinery trades, 
in woolen and flour mills, and in rub- 
ber and furniture factories. Quebec has 
the largest number of pulp and paper 
mills and is the chief cotton-milling, 
shoemaking and tobacco manufacturing 
section. The Maritime Provinces, Nova 
Scotia, New Brunswick and Prince Ed- 
ward Island, have some important in- 
dustries, the first-mentioned possessing 
the largest primary steel plant in Can- 
ada and the most extensive fish-curing 
facilities in the eastern part of the coun- 
try, and New Brunswick some of the 
greatest lumber and pulp mills on the 
continent. An interesting development 
of recent years is the spread of indus- 
trialism to the prairie provinces, Mani- 
toba, Saskatchewan and Alberta, main- 


1153 
| 
ge 
£ 
log 
| Is 
| 
| 
| 
| 
q | 1 


AMERICAN BANKERS ASSOCIATION JOURNAL 


An Eye-to-Heart Time Record 
in Trust Advertising 


OU cannot tell a prospect all about Trust 


Service in thirty seconds. 
nor can anyone else! 


Of course not— 
But in this brief space 


of time, with a few words, carefully chosen 


and arranged, you can stimulate enough in- 


terest in your Trust Department to bring 


almost any prospect to your bank for more 


information. 


is exactly what Collins’ new COLONIAL 


TRUST: SERVICE does. 


Easily read in thirty 


seconds, these mailing folders score a new “eye-to- 
heart” time-record in Trust Advertising. They are 


especially written in a crisp, staccato style, for men 


and women who haven’t the time or inclination to 


read lengthy treatises. 
attractive—and different. 


Cover designs are unusually 
Folders are well printed 


on an exclusive paper we make especially for this 


purpose. 


Ask to see this new idea in Trust advertising—no 


obligation whatever. 


THE COLLINS SERVICE 


Financial Advertising 


Main Office: 1518 Walnut St. 


Production Plant: 226-240 Columbia Ave. 


PHILADELPHIA 


ly as the result of the present-day prac- 
tice of merchants in purchasing in com- 
paratively small quantities, although 
cheap power and the natural grewth of 
manufacturing and distributive  ser- 
vices are contributing causes. British 
Columbia is noted for its lumber in- 
dustry arising from that famous forest 


Establish- 
ments 

Vegetable products 4,558 
Animal products 
Textile products 
Wood and paper 
Iron and its products 
Non-ferrous metals 
Non-metallic minerals 
Chemicals and allied products. . 
Miscellaneous industries........ 


$439,490,764 


830,002,963 


area extending along the Pacific Coast 
of North America, of which it is actu- 
ally part. 


8000 Manufactured Articles 


ANUFACTURING in Canada is 
not, as is usually the case with 
a young commercial nation, confined to 


Gross Value 
of Products 


$632,211,264 
431,778,163 
337,188,684 
557,194,453 
411,378,640 
159,770,026 
144,248,592 
112,906,746 
161,868,747 


Cost of 
Materials 


$404,684,887 
315,914,684 
193,238,560 
246,551,591 
206,337,132 
74,068,260 
65,278,752 
56,299,219 
25,292,323 


Capital 


210,015,438 
305,776,409 
907,204,530 
567,912,477 
181,600,227 
239,823,825 
126,483,348 
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a few products, but is as well diversi- 
fied as in most of the older countries. 
The Canadian structure is made up of 
over 23,000 establishments, which turn 
out about 8000 different articles. The 
main groups were classified in 1925 as 
follows, but there has since been consid- 
erable expansion, as may be judged }), 
the fact that within the last year ani 
a half over 200 important extensions 
have been added to existing plants and 
more than 100 new factories have been 
erected. (See table on this page.) 

The changes which have affected 
world industry have been felt in Can- 
ada, and so we see the woolen, cotton 
and steel mills, and, until recently, th 
lumber manufacturers operating 
difficulties, though these are less severe 
than exist elsewhere. In some quarte:s 
it is claimed that as Canada is now a 
comparatively low tariff country, being 
one of the very few to reduce duty 
rates during the past decade, her manu- 
facturers are handicapped. But losses 
that may have been incurred in some 
directions have been overbalanced by 
outstanding progress in the newer forms 
of manufacture, notably newsprint, 
chemical, automobile, and rayon. 

The Canadian industrial structure in- 
cludes mills that furnish over one-third 
of the newsprint used throughout the 
world; a metallurgical plant, which is 
said to be the largest of its kind; an 
aluminum plant, already one of the 
greatest in the world, which has been 
planned eventually to be eight times 
its present size; and flour-milling and 
rubber manufacturing facilities that are 
the fourth largest on the globe. Rub- 
ber, cotton, natural silk and cane sugar, 
products which are not indigenous to 
Canada, are being imported for proc- 
essing in ever-increasing quantities and 
bulk quite largely in Canadian manu- 
facture, but its strongest support is an 
immense range of natural wealth in 
agricultural lands, in wood, and in min- 
erals, including one-sixth of the world’s 
known coal reserves, combined with ex- 
tensive water powers, labor conditions 
as nearly ideal as seems possible, and a 
great fund of capital, experience, and 
enterprise. 

What has been accomplished by Cana- 
dian industry appears to mark the be- 
ginning of a new greatness. Industrial 
science has demonstrated that natural 
resources such as those possessed by 
Canada provide elements which are 
among the most valuable for industrial 
purposes. The world has to find food 
each year for an increase in population 
of about 50,000,000, and there is a grow- 
ing tendency to ship it in prepared 
form; wood can be used in twice as 
many ways as the 2000 in which it is 
now employed; coal promises to be the 
basis of many new chemicals; and elec- 
tricity is not only power but in certain 
operations, such as the manufacture of 
cyanide, aluminum and abrasives, it is 
practically raw material. Considering 
these facts, the future of industrial 
Canada looms up brightly in the eco- 
nomic landscape of the business nations 
of the world. 
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Letters That Are 


Dangerous 
(Continued from page 1109) 


in its letter of introduction, ‘should 
Mr. ———— desire to draw on his account 
with us, his checks will be promptly paid 
on presentation,” or words to that effect? 
It means exactly what it says, and any 
court in the land probably would in- 
terpret it to be a bona fide guarantee 
to pay any amount within reason. The 
facts are, it means even more than that. 
It means that the holder is authorized to 
draw any amount at any time -- today, 
next month, next year, or five years 
later, when his account may have been 
closed, and his credit line cancelled. 

Banks are not required by law to issue 
letters of introduction. It is a service 
which a bank can render or decline as 
it believes will serve the best interest 
of all parties concerned. Ordinarily it 
should extend this service, but only to 
persons entitled to it. Because a person 
has an account does not necessarily en- 
title him to a letter of introduction car- 
rying with it the privilege of cashing 
personal checks. There are thousands 
of irresponsible persons who have bank 
accounts, and other thousands who are 
honest and well meaning but because 
they lack that moral stamina so neces- 
sary in resisting temptation to overdraw, 
or because they use pcor judgment, they 
are not entitled to credentials. 


The Right Way 


A PLAN which merits adoption by 
every bank in America is as fol- 
lows: 

First, ascertain from the customer the 
principal cities he will visit in his 
travels, and also whether or not he will 
likely need to replenish his cash supply 
at all or at a number of these points 
only. Select a bank in each of the cities 
where he will need additional cash, and 
write two letters addressed to each bank. 
The first letter should be written in an 
abbreviated form and given to the cus- 
tomer; the second letter containing 
valuable information should be mailed 
direct to the bank addressed. 

The letter which the customer carries 
with him should contain as few words 
as possible, without appearing to be too 
abrupt. Omit from it a specimen of 
the customer’s signature and all refer- 
ence as to the purpose of the letter. In 
other words, abbreviate to.the extreme 
as a means of obscuring the real object 
to be attained. Should the customer 
lose his letter, or should it be stolen 
from him, the letter, not disclosing the 
purpose for which it was written and 
not showing the signature, becomes a 
useless piece of paper in the hands of a 
criminal. 

Instead of abbreviating the second 
letter, which the issuing bank mails di- 
rect to the bank addressed, it should 
state the purpose of the letter, and pro- 
vide suitable means of establishing the 
identification of the presenter beyond a 
shadow of a doubt. A specimen of his 
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$489,559,624.00 


Bad Debt Losses 
for 1928! 


The annual bad debt loss is a stupendous 
tax upon the business interests of this 
country. Don’t let your patrons con- 


tribute to it any more! 


American Credit Insurance 


will fully protect their book accounts 
against all bad debt losses, and make 
them safe all through the year. 


This efficient service is even more than 
protection; it prevents losses, through our 
superior Collection facilities. 


Is it any wonder that the leading Manu- 
facturers and Jobbers in all lines of in- 
dustry have American Credit Insurance? 
Bankers, let us lay our complete story be- 
fore you. 


The AMERICAN 


CREDIT~ INDEMNITY Co. 


OF NEW YORK J. F.M*‘ FADDEN, presipant 


Offices in All Leading Cities 


New York, St. Louis, Chicago, Cleveland, Boston, 
San Francisco, Philadelphia, Baltimore, 
Detroit, Atlanta, Milwaukee, Etc. 


In Canada—Toronto, Montreal, Etc. 


signature should always be enclosed. 
This letter should be written on a bank’s 
letterhead, dated and signed by an offi- 
cer whose name appears in recent bank 
directories. Too often introductory let- 
ters are thoughtlessly signed by new 
officers. Imagine the predicament in 
which this places the bank addressed. 
It checks up on the signer’s name in a 
bank directory and finds no such officer 
listed therein, and naturally the absence 
of the name instantly arouses suspicion 
as to the genuineness of the letter. 

In the letter mailed direct to the bank 
addressed, the maximum amount for 
which the signing bank pledges itself to 
pay should be stated definitely, also a 


future date when the guarantee is no 
longer binding on the signing bank, thus 
limiting the guarantee. The amount of 
this guarantee should also be noted on 
the depositor’s account record. 

A few specimen letters are given by 
way of example: 


To Be Given to Customer 


Centerville, Ohio, 
April 15, 1929. 
First National Bank, 
Blankville, California. 
Gentlemen: 
This letter will introduce to you Mr. James 
B. Storey, a valued customer of this bank. 
It is on our recommendation that Mr. 
Storey is presenting this letter. 
Yours truly, 
H. B. Coo 


Vice- 


i 
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Bandit-Proof, Accident-Proof 


SAFETY! 


Instant mastery if bandits should call at 
your bank—a defense that has never been 
pierced and which virtually amounts to im- 


munity from attack— 


Never a chance of accidental discharge. 
Controls are so expertly, so adroitly de- 
signed that you would work within six 
inches of one for a lifetime and never dis- 
. yet it’s ready to 


charge it accidentally 
go in a split second. 


Write for complete information. 


FEDERAL LABORATORIES, Inc. 
1631 Liberty Ave., Pittsburgh, Pa., U. S. A. 


Branches in Principal Cities 


These few express the 
unanimous opinion: 


This installation is three 
years old “nor has 
it ever been accidentally dis- 
charged.” National Bank of 
Commerce, Detroit, Charities 
F. Sawyer, Asst. Cashier. 


This installation is four 
years old. “It has never 
been accidentally dis- 
charged.” Baker State Bank, 
Cicero, Ill., Chas. J. Baker. 
Cashier. 


Installed over four years 
and “We have never had any 
accidental discharge.” Mc- 
Dowell National Bank, 
Sharon, Pa., H. B. McDowell, 
Vice-President. 


Installed over two years. 
“We have never had an ac- 
ctdental discharge and do not 
anticipate one as the controls 
are so constructed that wn- 
intentional discharge is quite 
improbable.” First National 
Bank, High Bridge, N. J. 
Edw. T. McLachlan, Cashier. 


You would work within six 
inches of the control for a 
lifetime and never discharge 
it accidentally. 


The simplicity of the above letter com- 
mends it. It introduces Mr. Storey 
without identifying him and without dis- 
closing what business he intended to 
transact. A crook finding or stealing 
such a letter would not know how to use 
it successfully. 


To be Sent to the Bank 


Centerville, Ohio, 
April 15, 1929. 
First National Bank, 
Blankville, California. 
Gentlemen: 

We have supplied Mr. James B. Storey 
with a letter of introduction to you. 

He is a man of unquestioned integrity and 
responsibility. He is the senior member of 
one of our oldest law firms, the firm of 
Storey, Beecher and Crandall. He is past 
sixty years of age, and his hair is gray. 

Should he draw on his account with us 
within six months from the date of this let- 


ter, you are authorized to honor his checks 
aggregating up to $5000.00. 

As a means of identifying him, a specimen 
of his signature appears on the enclosed card 
officially certified. 

Any favors which you extend to Mr. Storey 
will be appreciated. 

Yours truly, 
H. B. Cook, 
Vice-President. 


Here is a letter to use where the per- 
son being introduced is believed to be 


honest but of very limited financial re- 
sources: 


Centerville, Ohio, 
April 15, 1929. 
First National Bank, 
Blankville, California. 
Gentlemen: 
We have supplied Mr. John H. Carter with 
a letter of introduction to you. He is a man 
of good character. By trade he is a barber. 
He has carried a small account with us for 
a number of years, and we have lent him 


May, 


small amounts on a secured basis, his in:ome 
and net worth not justifying an uns+ ured 
line with us. 

Should Mr. Carter offer you his per. nal 
check on this bank in excess of $50, we ree- 


ommend that you take it for collectio If 
his needs for a larger amount of cash are 
pressing, suggest to him that he wire u 

As a means of identification, a specimen of 
his signature appears on the enclosed card 
officially certified. 

Any favors which you extend to Mr. rter 


will be appreciated. 
: Yours truly, 
H. B. Cook, 
Vice-Presid: 

The man or woman who is fully re- 
sponsible is entitled to a greater con- 
sideration than many of them are vet- 
ting from their banks. Not only should 
a bank supply its responsible customers 
with an abbreviated letter of introduc- 
tion to the bank addressed, but it should 
assure each of them that it is writing 
a letter of identification and commen- 
dation and sending it direct. 

But the present wide-open methods 
should be discontinued. Old letters of 
introduction like old general powers of 
attorney are loaded with dynamite for 
the bank that accepts them. Both may 
have served the purpose for which they 
were issued years ago. Recently, a power 
of attorney was presented to me, with 
the request that the holder be permitted 
to draw against the funds of the prin- 
cipal. This document was five years old, 
and was drawn, dated, and signed in 
Texas. I declined to honor it and, later, 
I was advised that the principal had 
been dead several years, and it was 
valueless. 

Give those whom a bank knows to be 
fully responsible letters of introduction 
along the lines suggested, and to those 
whose relations with the bank have not 
been satisfactory, sell traveler’s checks, 
and you solve the problem of how to use 
letters of introduction. 


Unfair Competition 
(Continued from nage 1110) 


ing and loan associations in a great 
many cases has been well founded, as 
some of these associations in some juris- 
dictions have over-stepped their au- 
thority and have indulged in the prac- 
tice of banking, receiving money on de- 
posit and allowing it to be withdrawn 
in the ordinary channels of business, 
similar to the way that funds are with- 
drawn from the banks and trust compa- 
nies, and by doing so they in effect be- 
come banks. 

In some jurisdictions they have actu- 
ally contracted to permit their stock- 
holders to withdraw their funds on with- 
drawal slips or in other ways, which 
practice if continued and enlarged upon, 
would result in their becoming banks of 
deposit without complying with the pro- 
tective laws thrown around banking in- 
stitutions for the benefit of depositors. 
Generally, they are not required to carry 
reserves against their deposits. There- 
fore, they are enabled to loan 100 per 
cent of their funds. In some jurisdic- 
tions, they are favored by lower taxes 
and in some states they are entirely ex- 
emvt from taxes. 

Favored as they are by tax legisla- 
tion and exempt from the strict provi- 
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sions of the banking laws that govern 
commercial and savings banks, these as- 


sociations' should not be permitted to 
indulge in the business of receiving and 
accepting deposits on demand or time 
certificates. If this privilege is granted 
to them or they usurp this right and ac- 
tually indulge in this practice, then they 
should be required to comply with all the 
protective laws that are thrown around 
banks and trust companies for the bene- 
fit of the depositors of these institutions. 
I think I can say as a general proposi- 
tion, that the building and loan associa- 
tions of the country do not indulge in 
this open practice of receiving and ‘ac- 
cepting savings deposits and paying 
them out in the same manner as savings 
departments and banks are permitted to 
do. In such jurisdictions where they do 
indulge in this practice remedial legisla- 
tion should be had to place the building 
and loan associations and the savings 
banks on a par when receiving and ac- 
cepting this class of business. 


Practical Cooperation 


A= significant article showing 

the trend of the thought of build- 
ing and loan associations in their effort 
to cooperate with banks in eliminating 
unfair competition appeared the 
Building and Loan Digest of April, 1929, 
published at Oklahoma City, Oklahoma, 
as follows: 


“Confusion in the mind of the public con- 
cerning the relationship existing between 
commercial banks and building and loan 
companies often give rise to the question: 
Can banks and building and loan institu- 
tions cooperate? 

“Many regard them as competitive in- 
stitutions. As a matter of fact, the two 
institutions operate in two entirely separate 
and distinct fields of endeavor, and do not 
attempt to render the same class of service. 

“A commercial bank is an institution which 
accepts deposits payable on demand. It 
makes short-time loans on personal and col- 
aoe by secyrity. Its assets must be highly 
iquid. 

“A building and loan association is in no 
sense a banking institution. It is an invest- 
ment institution which does not accept de- 
posits, but does accept investments, issuing 
to the investor shares of its capital stock. 
The investment is not withdrawable on de- 
mand and the money received from investors 
is loaned on real estate first mortgage securi- 
ty only, and for long periods of time. 

“Substantially all building and loan as- 
sociation loans are made to home owners 
and are secured by first mortgages on the 
homes owned and occupied by the borrowers. 
Building and loan association loans are usual- 
ly made for a period of eight, ten or twelve 
years. 

“Every investor is a stockholder in the 
building and loan association, and shares in 
the profits of the business on a mutual and 
cooperative basis. 

“Both the commercial banking institution 
and the building and loan association is 
needed _ vitally in every progressive town or 
city. Each has its particular class of service 
to render the public, therefore eliminating 
the element of competition.” 


Another example of practical coopera- 
tion between building and loan associa- 
tions and banks comes from one of our 
Southern bankers, as follows: 


“Our building and loan company and our 
banking institution have developed side by 
side. The building and loan has always 
occupied joint quarters with our banking 
institution. Every dollar that has come into 
our building and loan company has come 
through the same door that all the business 
of our banking institution comes through, 
and we have never had a conflict. We have 
never felt that the institutions competed with 
each other. On the other hand, we know that 
they have cooperated with each other and 
assisted each other in rendering better ser- 
vice to the community and thereby each in- 
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office and expect admittance. 


Closing Time 


_ the busy banker wants to 
concentrate on the odds and ends 
of the day’s work, so as to get an 
early start for home, the golf or yacht 
club, he does not wish to be bothered 
by even his best friends or important 
depositors who might see him in his 


Special Features 


ATHEY SHADES are made of 
high-grade coutil, herringbone 
weave, 200 threads to the square 
inch, mercerized and calendered 
to a smooth finish. Resists dirt. 
Dyed in seven non-fading colors 
to harmonize with various office 
finishes. Always the same dis- 
tance from the window. No 
rollers, latches, catches or springs 
to slip, stick or break. In any 
length and in widths up to 16 
feet. Sunbursts for circle-head, 
segmental or Gothic windows. 
Also operating shades for sky- 
lights. 


FOR BANKS, 
HOTELS, OFF.- 


ATHEY SHADES, besides being a 
beautiful asset to the handsomest office 
or banking room, are instantly adjust- 
able to shade any part of the window. 


ICE BUILDINGS, 
SCHOOLS, LI- 
BRARIES, ETC. 


Used in the finest modern buildings all 
over America. Ask for catalog. 


ATHEY COMPANY 


6157 W. 65th St., Chicago 


Representatives in all principal 
cities 


In Canada 


Cresswell-McIntosh, Regd., Montreal and Toronto 


Perennial 


WINDOW SHADES 
and Cloth-Lined 
Weatherstrips 


stitution has helped the other to establish 
itself on a stronger, surer footing than either 
could have done alone.” 


As bankers how are we to meet the 
competition of the building and loan as- 
sociations? Shall we consider their 
business and ours as competitive or shall 
we consider it as complementary? Are 
we seeking the same class of business or 
are we seeking an altogether different 
class of business than the associations? 
To my mind, I place the banking busi- 
ness, and particularly the savings bank- 
ing business on a higher plane than com- 
petitive to the building and loan asso- 
ciations. Banks render a fuller, broader 
and more complete service than do these 
associations and in a separate field. 


A bank must be more than a mere 
place to make deposits and withdraw 
funds. It must render a financial ser- 
vice to the depositor that is of value 
to him. In the olden days the savings 
bank was content to allow its customers 
to accumulate their savings deposits 
without offering them the broader in- 
vestment services that are now so nec- 
essary in the development of our busi- 
ness. 

The economic revolution has brought 
other methods of finance and com- 
petition to the foreground. So, let me 
suggest methods which I feel must be 
adopted to stop false competition: 

First: The savings banks and depart- 
ments be protected with such legislation 
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Sound Investments 
For Banks Taking Advantage of Present Bond Prices 


Delaware Power & Light Company 


First Mortgage 


Cumberland County Power & Light Co. 


First Mortgage 4¥2s 


Penn Central Light & Power Co. 


First Mortgage 4¥25 


Northwestern Public Service Company 


First Mortgage 5s 
North Penn Gas Company 
First Mortgage Lien 


Washington Gas & Electric Co. 


First Mortgage 525 


National Electric Power Company 


Secured Debenture 5s 


Delaware Electric Powér Company 


Debenture 5Y2s 


Iowa Public Service Company 


Debenture 5s 
Morrison Hotel (Chicago) 
First Mortgage Leasehold 5¥2s 


Miller and Hart, Inc. 


Debenture 6s 


Pennsylvania Gas & Electric Corp. 


Debenture 6s 


American Community Power Company 


Secured Debenture 


Michigan Fuel and Light Company 


First Mortgage 6s 


North American Gas & Electric Co. 


Debenture 6s, WW 
Gerlach-Barklow Company 


Debenture 6s 


Keystone Telephone Company ( Phila.) 


First Lien & Refunding 
Baxter Laundries, Inc. 
First Mtge. & Col. Trust 612s 


1/1/69 4.80% 
6/1/56 4.87% 

11/1/77 4.88% 
1/1/57 5.31% 
5/1/57 5.50% 
1/1/53 5.73% 
1/1/78 5.72% 
1/1/59 5.75% 
3/1/68 5.92% 
6/1/48 5.98% 
7/1/43 6.00% 
3/1/76 6.02% 
7/1/53 6.10% 
6/1/50 6.13% 
1/1/44 6.15% 
2/1/44 6.20% 
6/1/55 6.25% 
1/1/38 6.50% 


These bonds are offered with a Bank Discount, 
Subject to Prior Sale and Change in Price. 


Further details will be gladly furnished on request 


AC.ALLYN*» COMPANY 


INCORPORATED 
Investment Securities 


67 West Monroe Street, Chicago 


New York 
Milwaukee 


Boston 
St. Louis 


as would prevent competitive building 
and loan associations from indulging in 
practices that are considered purely 
banking functions and strictly belong to 
the savings banks. 

Second: That each of these agencies, 
namely: The savings bank and the build- 
ing and loan association and cther simi- 
lar institutions recognize the fact that 
each has its own specific sphere of busi- 
ness activity; that they each serve cus- 
tomers in their own particular way, that 
the field of their activity is not competi- 
tive with each other, that each has a 
right to live, exist and do business in the 
community, rendering such services as 
each can do for the business and eco- 
nomic welfare of their respective clients 
and customers. 

Third: Banks should carry on a con- 
sistent educational campaign directed to 


Detroit 
San Francisco 


Philadelphia 
Minneapolis 


the public, explaining the advantages of 
establishing and building a savings ac- 
count and the policy of the bank in of- 
fering the many services that banks can 
render now to their depositors along in- 
vestment, estate building and trust lines. 
This educational campaign should be so 
conducted as to call to the attention of 
the public the fact that the service of- 
fered by the bank is a valuable service 
and one that cannot be obtained from 
any other institution; that the bank is 
not in competition with other investment 
agencies, but is rendering a service pe- 
culiarly its own. 

This should establish our true rela- 
tionship and solve the competitive prob- 
lems—for we must be progressive. We 
have a great responsibility, the science 
of our business is better understood to- 
day than ever before. Yet we must lift 
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the veil of unfaith, and teach the people 
the true ideals for which we stand. We 
touch intimately the life of the people 
of the nation. We know of the humble 
and simple wants of the individual just 
starting, we feel the pulse of industry 
and succor it by giving it a cornerstone 
of wealth upon which to build. 


(Continued from page 1114) 


jority of bank credit losses and condi- 
tions of frozen assets are the result of 
inadequate credit information, improper 
credit standards and careless or indiffer- 
ent methods of credit supervision on the 
part of bank officers. Bad loans, made 


_ as such, are seldom deliberately made, 


but are the result of improper or insuffi- 
cient credit information or unsound 
credit standards. 

Many times loans become bad in a 
bank’s note case simply because the 
‘banker neglects the credit line. He does 
not keep in touch with the financial con- 
dition of the borrower. The loan was 
once known to be good and is presumed 
to remain so. The evolution of bank 
credit losses many times reveals condi- 
tions of neglected credit information on 
the part of the bank management, result- 
ing in frozen assets, failing business, in- 
solvency and bankruptcy for the _ bor- 
rower and loans for the bank. Our sys- 
tem, if applied as outlined, will go a long 
way toward preventing these conditions. 

The system I have outlined for analyz- 
ing note assets permits us to make an- 
other check of the business of our bank 
which we regard as of tremendous im- 
portance. The liquid credit lines in the 
note assets of our bank consist of all 
those notes included in classifications 
Nos. 1, 2, 3 and 4, and the total liquid 
resources of a bank, at the clése of any 
day’s business, are made up of the total 
of those notes making up the four classi- 
fications above noted, plus the secondary 
reserves of the bank (government, mu- 
nicipal and industrial bonds), plus the 
primary reserves of the bank (cash in 
the bank vaults and deposits in other 
banks). By comparing the grand total 
of all these liquid assets with the total 
deposits of the bank, the degree of the 
bank’s business is accurately determined 
and this is the final: analysis and com- 
parison which reflects and determines 
the ability of a banking institution to 
meet its depositors’ demands. 

The system I have outlined, if intelli- 
gently and honestly applied, will deter- 
mine the liquidity ofthe note assets of 
any bank. It is not!to be expected that 
we will have 100 per cent conditions in 
the note assets of a commercial bank, 
but we should do everything possible to 
establish and maintain that condition. 
Frozen and undesirable credits will, in 
some measure, be ever present in our 
banking institutions, but in any sound, 
conservative, well-managed commercial 
banking institution, the total loans in- 
cluded in classes Nos. 5 and 6 can be 
kept within the amount of the bank’s 
capital structure. To go beyond this 
limit is to involve depositors’ funds. 
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Savings Accounts 
(Continued from page 1118) 


the profitable business in each contest 
was brought to the bank by directors, 
officers, department heads, 


tions with the public, while more than 
90 per cent of the unprofitable accounts 
were credited to members of the staff 
whose tasks kept them behind the scenes. 

Zather than attempting to make sales- 
men of bookkeepers, file clerks, stenog- 
raphers, and telephone operators, the 
bank decided to concentrate sales edu- 
cation in those places where it would 
pay the greatest dividends. To this end 
there came into existence a new organ- 
ization composed of officers and those 
employees who met the public day by 
day—the Contact Club. In its first year 
of existence six dinners were held, and 
thus six major departments were en- 


abled to present the story of the services | 


they render and to describe not only 
the way in which they could be sold, but 
also the sort of people who should be 
interested. Thus a bird’s-eye view of 
the bank’s products and their logical 
markets was spread before the men fit- 
ted to do the selling. We feel that in 
the Contact Club we have made a sound 
investment. 


Each Man for Himself 


a now for another new departure 
which the bank has tried success- 
fully. For years all contests had been 
held in March and April for a period 
of five weeks, so that we had adhered 
to the most popular form of this effort. 
In the fall of 1927, however, a three 
months’ campaign was organized in 
honor of our president’s tenth anniver- 


sary as the bank’s chief executive. 
Directors, officers, and Contact Club 
members, who incidentally comprise | 


about 25 per cent of the employees, | 


joined together in an effort to add $10,- 
000,000, that they might make a pres- 
ent of a deposit increase of $100,000,000 
to the president during the decade he 
has led us. 

Dinners were held once each fortnight, 
and at them the participants had vari- 
ous sales problems presented for their 
discussion, together with demonstrations 
of the solutions. There were no teams. 
It was a case of each man for himself. 
No bonuses were offered, nor were there 
prizes of any sort. It was a friendly 
competition between directors, officers 
and the Contact Club, all of whom were 
working together on terms of more or 
less equality to attain a common goal. 
The psychology of this relationship is 
excellent. It creates in the employees 
pride, self-confidence and a sort of 
“I have arrived” spirit. 

In spite of the fact that the fall 
months are those in which Cleveland’s 
bank deposits normally decline, in the 
face of other obstacles, imaginary and 
real, the participants in this campaign 
actually exceeded the goal by a substan- 
tial figure. 

Then a new problem faced the bank 


and those | 
employees whose duties involved rela- | 
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NATIONAL CITY 


A 
MAN CAN HELP YOU 


...when your customers 


ask about 


securities 


For any one of a score of reasons your bank 
may be called upon unexpectedly for infor- 
mation. about the standing and market price 
of certain securities. If you need help in these 


emergencies, put through a cail to The 
National City Company’s nearest branch 
office. An experienced investment service man 
who has our world-wide investment knowl- 


edge at his command, is an avenue through 
which you should be able to secure the facts 


you wish. 


The National City Company 
National City Bank Building, New York 


Offices in more than 50 leading cities throughout the world 


BONDS 


SHORT TERM NOTES » 


ACCEPTANCES 


as it entered 1928. A spring drive and 
the anniversary campaign during the 
preceding twelve months made it in- 
advisable to embark upon any further 
ventures of that sort until the public 
had had a chance to recuperate. Here 
was the time when necessity dictated a 
further variation of the employees’ con- 
test. Last year the officers and the Con- 
tact Club embarked upon a steady twelve 
months’ campaign, in which each man 
was assigned an annual quota, sub- 
divided into monthly units. The effort 
was well sustained for the first eight 
months. Thereafter it began to lag, not 
because of lack of loyalty or desire on 
the part of anyone, but rather was the 
slackening due to the fact that every- 
one had pretty nearly worked himself 
to the limit, temporarily at least. Final 
results on Dec. 31 were most gratifying. 


Without any other form of drive, de- 
posits had shown a net increase of $12,- 
000,000—a million a month, the rate at 
which the bank has grown-since 1923. 


Seven Suggestions 


HUS we have run the gamut of all 

types of contests, and these conclu- 
sions are offered for the consideration 
of any bank about to undertake similar 
sales effort. 

First it may be said that the short 
drive of four to five weeks is the easiest 
to handle, while the three to six months’ 
campaign presents little difficulty. Em- 
ployees’ sales efforts extended over a 
longer period, however, are really hard 
to manage. . 

Secondly, the most direct route to 
success is found in the concentration 
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More than 100 Companies 
Diversify Your Investment 
in Cities Service Common 


When you invest in Cities Service Company Com- 


mon stock your dividends come from more than 


100 subsidiaries spread over North America from 


lower Canada to Mexico. The Cities Service sub- 


sidiaries are active in three great industries—elec- 


tric light and power, manufactured and natural gas 


and petroleum. 


Its diversified sources of income from essential 


products are in great part responsible for the 


steadily growing earnings of the $800,000,000 


Cities Service organization. 


Write for full information about Cities Service 


Common stock which at its present price yields 


about 7%. 


HENRY L. DOHERTY & COMPANY 
60 Wall Street © New York City 


Branches in principal cities 


HENRY L. DOHERTY 
& COMPANY 


60 Wall St., New York 


Please send me, with- 
out obligation, full in- 
formation about Cities 
Service Common stock. 


of sales education upon the officers and 
those employees who meet the public. 
This group in any bank is the one which 
is truly able to produce profitable busi- 
ness if properly coached and stimulated. 

Next, determine exactly the point at 
which an account becomes an earning 
asset rather than operating liability. 
Local conditions, operating expenses, 
and the other factors entering into this 
problem are variable in character, so 
that there is no rule of thumb to pro- 
vide the answer for you. Each bank 
must, therefore, settle this question for 
itself. Having arrived at a decision, 
however, it is a simple matter to con- 
centrate attention of the staff upon de- 
sirable business. 


Fourth in order of importance is the 
matter of bonuses and prizes. Where 
these are paid the schedules should be 
so arranged that they stress larger ac- 
counts rather than mere quantity. For 
the bank’s own protection, disbursements 
should not be made except upon accounts 
remaining upon the books for six months 
at least. 

The fifth suggestion worthy of atten- 
tion is the elimination of unnecessary 
expense which normally arises in con- 
nection with the hip, hip, hurrah meth- 
ods used by many banks to “pep up” 
employees. It is easy to sustain en- 
thusiasm by other less costly and more 
sensible means. Use this steam to run 
the engine and not to blow the whistle. 
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Sixth, the fundamentals of the plan 
apply with equal force to banks of 
smaller size. The record made by our 
branches, none of which have more than 
twenty employees, prove this point be- 
yond dispute. 

Finally, while we have created the 
vehicles to dramatize our own campaigns 
for many years, it is not essential that 
this burden be placed upon a bank. 
Naturally it costs less if this is done 
by the bank, but it is an easy matter 
to purchase such material from concerns 
who specialize in employee contests. It 
is not necessary to hire experts to run 
a contest if a bank will use a little 
ingenuity and a lot of plain horse sense, 
However, if an institution wishes to do 
so, there are organizations which stand 
ready to serve in that capacity for a 
price. 

The main thing is for a bank to get 
at least its share of business from the 
community it serves by any legitimate 
means at its command. 


Statements Set New 


Standards 
(Continued from page 1125) 


closed by a financial statement, he can 
justify his actions to his board of direc- 
tors and to the bank examiner. Even 
when a statement has been falsely made 
and the particular loan goes sour, he has 
a good alibi that he exercised due dili- 
gence. 

Just another phase of the subject, and 
that is the benefit to the borrower. It is 
but a truism to say that the average 
small-town business man, as well as the 
farmer, is not a good bookkeeper. Wheth- 
er or not he has made money over any 
given period is to him largely dependent 
upon the amount of money he has to his 
credit in the bank. He is not apt to take 
into account whether or not his inven- 
tory is larger or smaller than a year 
ago, or whether or not it has increased 
or depreciated in value. He may have 
been consuming the proceeds of his capi- 
tal investment in the conduct of his busi- 
ness without being aware of the fact. In 
many instances the facts disclosed in his 
financial statement to his banker is the 
first intimation he has that he is actu- 
ally running behind, or that his business 
is not being conducted at a profit; or if 
at a profit, upon too narrow a margin to 
justify the risk involved. 


Debts a Surprise 


N°? infrequently after completing the 
first statement, I have had a cus- 
tomer remark, “Well, I owe plenty, don’t 
I?” indicating that the amount of his in- 
debtedness was a surprise to him as like- 
ly it was to me. It was the first time he 
had ever listed his total liability and thus 
known of his actual financial position. 
If he was the right sort; he was imme- 
diately sold on the idea that he must 
work harder, reduce his expenses, and 
improve his condition. If he did not see 
this for himself, it was probably futile 
for me to point it out; and if it was in 
connection with a new loan, I refused it, 
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or if he already owed the bank, I asked 
him to pay or secure his existing in- 
debtedness. 

An experience occurs to me that hap- 
pened back at the beginning of the de- 
flation period. A young farmer was in- 
duced to go on to a bookkeeping régime 
of his affairs, and on an inventory basis 
rather than on an asset and expenditure 
basis. On January 1, 1920, he had in- 
yoiced his livestock and his grain and 
his equipment at the very high prices 
which prevailed at that time and which 
he was justified in using. By the end of 
the year the story was an entirely dif- 
ferent proposition. Deflation had come 
and the bottom had dropped out of the 
markets, and the cattle and livestock 
generally had very little value. He 
prought the statement in to me a few 
days after January 1, 1921, and as I 
analyzed it I turned to him and said: 

“The proceeds of your farming opera- 
tions this year seem to amount to the 
large sum of $243.07.” 

He said: “That beats hell, don’t it? 
I started out this year definitely with the 
idea that I was going to get out of debt. 
I haven’t hired any men. My wife is 
helping me do the work. She and I 
picked 4000 bushels of corn this fall. I 
was going to buy a corn elevator, but I 
didn’t and I shoveled that off.” 

“IT see your statement here discloses 
the fact that you owe $1,100,” I said. 

“Yes,” he explained, “that is that 
blank blank automobile.” 

“Well,” I continued, “this is an auto- 
mobile age and I guess you have to have 
an automobile anyway. This thing just 
means that you will be a year or two 
longer perhaps getting out of debt.” 

“Yes, sir,” he agreed. “I might have 
been out of debt if I had left the new 
car alone and bought a Ford.” 

“That is all right,” I replied. “You 
sold that idea to yourself. If I had to 
sell that idea to you it wouldn’t have 
been nearly as valuable, but since you 
have caught the idea yourself I figure 
you are a perfectly safe bet.” 

So I say the making of a financial 
statement is often of as much value to 
the borrower as to the lender. However, 
the making of loans is not an exact 
science, and even with a correct financial 
statement before him the banker must 
be governed by his experience and the 
knowledge of general economic condi- 
tions, as well as by the personal ele- 
ments involved, such as character, hab- 
its and disposition of the borrower. The 
statement is but an aid in the exercise 
of reasonable judgment rather than the 
hunch of the old-time banker or the men- 
tal reaction which may have been influ- 
enced by whether he was feeling good or 
grouchy on that particular day. 

A statement rendered year after year 
serves more than the purpose of giving 
the banker a knowledge of the present 
net worth of the borrower. It is at least 
an approach toward the application of 
scientific methods in determining whether 
or not the customer is gaining or losing 
ground. Furthermore, it furnishes the 
opportunity for the banker to make com- 
parisons upon which he is able to base 
intelligent advice. 
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Guaranty Trust Company 
of New York 
140 Broadway 
LONDON PARIS BRUSSELS LIVERPOOL HAVRE ANTWERP 
Condensed Statement, March 22, 1929 
RESOURCES 
Cash on Hand, in Federal Reserve Bank, 
and Due from Banks and Bankers..... . $171,031,148.15 | 
U. S. Government Bonds and Certificates. . . 75,558,497.66 
21,767,078.93 
Loans and Bills Purchased............. 457,304,383.21 
Real Estate Bonds and Mortgages........ 327,976.66 
Items in Transit with Foreign Branches... . 8,276,114.39 
Credits Granted on Acceptances........ 86,854,137.54 
Accrued Interest and Accounts Receivable 8,327,996.24 
$846,488,747.75 
LIABILITIES 

Undivided Profits ...... 15,078,324.08 
$105,078,324.08 
Accrued Dividend ................... 1,445,000.00 
Accrued Interest, Reserve for Taxes, etc... . 9,643,930.99 

Outstanding Checks ..... 39,252,769.79 
639,842,390.14 
$846,488,747.75 


Decision Against Guaranty Law 
(Continued from page 1129) 


through the police powers of the state 
now demand that the banks should 
be denied the right to waive its con- 
stutionality? In other words, is not 
the public interest superior to any in- 
dividual right? It may be conceded 
that the banks have taken advantage of 
the Guaranty Fund Law and reaped 
some profits therefrom but if the gen- 
eral public needs banks where its de- 
posits are protected and where checks 
pass as currency, then those needs must 
be regarded as superior to any right to 
penalize the banks. 

“The plaintiffs in their brief have ef- 


fectively urged this position and I quote 
from it as follows: 


“The question involved is of broader aspect 
than the individual and private rights of 
banks. Whether the law is constitutional is 
a question which concerns the public at 
large. It concerns the great mass of de- 
positors in existing banks, who have a right 
to look to the strength of the banks and to 
the protection of the bank’s rights under con- 
stitutional guaranties. The protection of the 
rights of the bank, by reason of the bank 
being a concern of quasi public character, is 
a public question. It is a matter of public 
concern and it is a matter of public welfare. 
This is due to the intimate relation that the 
bank sustains to the business and welfare of 
the state. The rule is stated in 27 R. Cc. L,, 
p. 907, as follows: 

“A waiver is not, however, allowed to be 
operative where it would infringe upon the 
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“A source 


It waxes 


of 


real pleasure 


It polishes 


It serubs 


to our Janitor” 


SO reports the Charleston-Mis- 
sissippi County Bank, Charles- 
ton, Missouri, in speaking of 
their FINNELL SYSTEM. 
Mr. G. U. Shelby, Vice-Presi- 
dent and Cashier, goes on to 
say: “The results obtained are 
accomplished in so much shorter 
time, and with so much greater 
ease. This machine has _ been 
serving our needs completely 
and we recommend it very 
highly.” 

A bank must always be sur- 
rounded by an atmosphere of 
beauty and dignity—in the crea- 
tion of which clean floors play 
a very important part. And 
floors must be truly immaculate 

shining—spotless. 


A Task—once hard— 
made easy 


If you are still employing the old- 
fashioned hand methods of  floor- 


FINNELL 


scrubbing, you probably find it very 
difficult and expensive to keep the 
floors up to the required standard of 
cleanliness. With the FINNELL 
SYSTEM, every bit of dirt, grime 
and dust is removed, quickly and 
easily. The FINNELL J scrubs, 
waxes and polishes, so no matter 
what kind of floors your bank has, 
they can be kept in beautiful con- 
dition. 


Have a Survey Made 


There are eight models—a_ right 
size FINNELL to serve your require- 
ments most economically. It costs 
nothing to have a FINNELL engineer 
make a survey and recommend the 
size you should have. For full in- 
formation write FINNELL SYS- 
TEM, INC., 2005 East Street, Elk- 
hart, Indiana. Offices in principal 
cities—consult telephone book. 


ELECTRIC FLOOR SCRUBBER-POLISHER 


rights of others, or would be against public 
policy or morals. Where the object of a law 
is the good of the public as well as of the 
individuals, such protection to the state can- 
not, at will, be waived by any individual, an 
integral part thereof. The fact that the in- 
dividual is willing to waive his protection 
cannot avail. The public good is entitled to 
protection and consideration; and if, in order 
to effectuate that object, there must be en- 
forced protection to the individual, such in- 
dividual must submit to such enforced protec- 
tion for the public good.’ 


“This rule of law is of quite general 
application. Under it a minor has been 
denied the right to waive the require- 
ments of an eight-hour law because that 
law is in the nature of a state police 
regulation. Its object is the good of the 
public as well as the individual. The 
state, in this manner, has intervened in 
its own behalf. The protection of the 


state cannot at will be waived by any in- 
dividual, an integral part thereof. The 
fact that the individual is willing to 
waive his protection cannot avail. The 
public is entitled to be protected under 
the terms of the law. 

“Another class of cases that come 
within the purview of the rule here in- 
voked is an attempt to waive the exemp- 
tion provision named by statute in con- 
nection with heads of families. Public 
policy says that such waivers in notes 
are contrary to the rights of the public 
as well as of the individual, who there- 
fore cannot be allowed to waive them. 

“Tt would be a most inequitable rule 
of law which, acting through the po- 
lice power in the interest of public 
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welfare, after being used to savy» the 
life of an instrumentality of government 
could not after that instrumentality had 
become an evil and no longer contri}uted 
to the public welfare, then withdraw the 
breath of life that it had earlier con- 
tributed. 

“What is the condition of the 
anty Fund at this time? Justice H 
in his opinion in a way apologiz 
the taking of any property of the 
for the purpose of making good th» de- 
ficiencies of another bank. But he jiisti- 
fied it on the grounds that there rally 
was no taking as the Guaranty /!‘und 
would be replenished in the end out of 
the assets of the failed bank and thus 
those contributing to the depositors’ fund 
would receive back what remained. He 
also argued that the plan was a scheme 
of mutual protection for the banks which 
furnished a sufficient compensation for 
the correlative burdens assumed. 

“How has Justice Holmes’ conception 
worked out in practice? And what was 
the condition of the Guaranty Fund on 
December 31, 1928? A reference to a 
table prepared by the Guaranty Fund 
Commission giving the assets, liabilities 
and expected realization of the banks 
under its jurisdiction as of December 31, 
1928, gives us the information we need. 
The total liabilities of the failed banks 
are $26,400,282.76. The Commission ex- 
pects to realize out of the assets of these 
banks $10,451,932.65. Therefore, the de- 
ficit is $15,948,350.11. Of course, the 
amount that may be realized from the 
assets of the defunct banks may be more 
or less than the ten million estimated. 
However, these estimates are based upon 
the experience of the Commission in 
handling assets of failed banks in the 
past and doubtless Secretary Peterson 
has made a fairly careful estimate. 

“The foregoing figures do not take 
into consideration the condition of the 
going banks which was discussed in the 
earlier part of this memorandum. It is 
quite evident from that discussion that 
unless some relief is granted the Guar- 
anty Fund, this deficit of fifteen millions 
plus will be increased rather than de- 
creased, even though all assessments now 
provided by law are continued in- 
definitely. We certainly can expect when 
the real condition of the Guaranty Fund 
is known to the depositing public that 
deposits in state banks will diminish just 
as they have increased under the more 
favorable conditions in the past. This, 
in turn, will result in lessened returns 
to that fund. 

“The Guaranty Fund, under the con- 
ditions existing, is no protection to the 
present day depositors. As a matter of 
fact, it is a burden to the banks and 
just to the extent of that burden makes 
them less able to meet the demands of 
their current depositors by keeping their 
banks solvent.” 

The Nebraska guaranty law has been 
an experiment. From the tenor of 
Judge Frost’s decision there can be little 
doubt that the experiment has proved a 
failure. The clear-cut reasoning of the 
decision should be a difficult stumbling 
block for advocates of this type of bank- 
ing legislation in other states. 


Guar- 
mes 
for 
banks 
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James A. Broderick, new superin- 
tendent of the State Banking De- 
partment of New York, who has 
undertaken a reorganization of his 
department 


Safeguarding Security 


Yields 


(Continued from page 1130) 


has all this got to do with the liquidity 
of the banks and the yield of securities 
that they hold, which are of a different 
type than those discussed in the preced- 
ing paragraphs? To these investments 
the banks hold the senior securities in 
their files and they are definitely affect- 
ed as to their marketability and their 
worth by the confidence expressed by the 
investing public in the junior securities. 
The banks also hold many of these in 
their files as collateral to short time 
loans which form a part of the banks’ 
liquidity. That there should be a rea- 
sonable amount of bank funds invested 
in securities which are easily market- 
able, after setting up the proper re- 
serves in cash or in reserve deposits, is 
not disputed by the conservative banker. 

James Stillman, of the National City 
Bank of New York, during the strin- 
gency of 1907, had a gold reserve of 
40 per cent, and it carried him through 
with added glory to himself and power 
to his institution. When asked for his 
reason for such an enormous reserve, 
he said that he received his education 
in the conservative school of Moses 
Taylor, whose formula was: personal 
control, silence and ready money. Mr. 
Stillman all through his banking career 
was a believer in enormous reserves, 
and as late as 1911 he had what is 
known as three lines of reserves: first, 
$60,000,000 in cash; second, $75,000,000 
of call loans, and third, $35,000,000 in 
marketable bonds—this in a bank with 
$203,362,604.53 in deposits and_ re- 
sources of $265,845,697.85. If he thought 
this was necessary then, I am sure that 
in order to run a bank conservatively, 
it is reasonable to ask bankers to carry 


The New York 
Trust Company 


Capital, Surplus and Undivided 


$44,000,000 


FOREIGN 
and DOMESTIC 


BANKING 


Fiduciary Service 


100 BROADWAY 
40TH STREET AND MADISON AVENUE 
5'7TH STREET AND FIFTH AVENUE 


a reserve of 40 per cent in cash, bank 
deposits and marketable securities re- 
gardless of yield. 


The First Question 


i is up to the banks to regulate their 
overhead by service charges and in- 
terest payments so that they can meet 
the yield that the public sets on these 
securities. Accounting systems must be 
instituted in banks that will show what 
their costs are. Manufacturers have in- 
stituted such systems. In fact, they 
could not exist and prosper without 
them. 

What is a banker’s first question in 
considering a loan? Is not his first in- 


quiry, after he has examined the state- 
ment as to the relationship of current 
assets to accounts and bills payable, 
what are the net earnings? Are the 
costs figured correctly? 

The strongest argument I know in 
favor of a good liquidity in banks is 
the experience of certain states. A 
commissioner in one of these states 
which has had a great deal of difficulty 
with its banks, told me two years ago 
that with all their troubles they had 
not closed a single Class A bank, and 
by a Class A bank we mean a bank 
with at least 40 per cent liquidity, sur- 
plus equal to capital, good earning 
power, etc. 
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‘Trade ‘Mark 


YOUR BADGE OF HONOR 


Your symbol is your trade mark — 
whether registered or not. vw v 


Wroe Nonalterable 
Bond is not obvi- 
ously safety paper. 
Whenthecrook tries 
to alter a check, he 
wrecks the job be- 
fore he knows what 
heis up against. See 
illustration below. 


Your symbol can be brought out most 
clearly on the solid color of Wroe 
Nonalterable Bond. ~ ~w v v 


Six solid tints to choose from. You 
overlay the chosen tint with a private 
or special design —and in the center, 


or wherever you wish, your symbol 
stands out clearly ~~wwwwwww 


Let us send you specimen 
checks and the name of a 
printer or lithographer in 
your community who can 
furnish you checks of this 
character. wwwvwwvwv 


W. E. WROE & CO. 


That the public will use good, sound 
banks is definitely evidenced by the 
1927 report by the Ninth Federai Re- 
serve District. In that district there 
were 142 bank failures during the year, 
these banks having total deposits of 
$33,000,000, yet in that same year the 
total increase in deposits in banks in the 
district. was $46,000,000. 

A bank must have liquidity in order to 
operate conservatively and properly pro- 
tect the depositors. That it cannot 
control the yield is also evident. The 
bank must, therefore, adjust its costs 
to meet the yield on the investments it 
holds by an efficient accounting system 
and an adjustment of interest rates on 
deposits when necessary. 


(Producers of Construction Bond) 


22 W. Monroe Street 
CHICAGO 


WROE BOND 


Fiduciary Directory 


— of corporate fiduciary 


associations has been issued in 
pamphlet form by the Trust Company 
Division of the American Bankers As- 
sociation. Nine new associations have 
been organized during the past year, 
making a total of forty-nine in the 
United States, it is stated in the fore- 
word. Twenty-nine states and twenty- 
five cities are represented in this total. 
There are eleven state associations, 
eleven sections or divisions of state 
bankers’ associations, two sections or 
committees of clearinghouse associations, 
three county associations and twenty-two 
city associations. 


Convention Calendar 


STATE 
ASSOCIATIONS I 


Rhode Island 
East Providence 
Mississippi Biloxi 
Texas Galves 
Pennsylvania 
Atlantic City, N. J, 
Missouri 
Excelsior Springs 
New Jersey Atlantic City 
New Hampshire 
Manchester 
Oklahoma Oklahoma City 
Maryland Atlantic City 
N. J. 
Columbus 
Hays 


DATE 
May 


LACE 


May 
May 
May 


14-15 
14-16 
15-17 
May 16-17 
May 16-18 
May 


21-22 
22-23 


May 
May 


22-24 
22-24 
23-24 
28-30 

6-7 
10-12 
11-12 
12-15 
13-14 
14-15 


Ohio 
Kansas 
Alabama Montgomery 
Georgia Atlanta 
South Dakota Rapid City 
Wisconsin Milwaukee 
North Dakota Minot 
California Sacramento 
West Virginia Bluefield 
Connecticut, Swampscott, 
Mass. 


May 
May 
May 
May 
June 
June 
June 
June 
June 
June 
14-15 Massachusetts 

Swampscott 
La Grande 
Minneapolis 


June 


17-18 
17-19 
17-19 


Oregon 
Minnesota 
New York 
Toronto, Canada 
South Carolina 
Greenville 
Illinois Aurora 
Kentucky Paducah 
District of Columbia 
Montauk Beach, L. I. 
Maine Poland Springs 
Virginia 
Old Point Comfort 
Washington Spokane 
Colorado 
Utah 
Idaho 


June 
June 
June 
June 18-20 
19-21 
20-21 
20-22 


June 
June 
June 


20-22 
20-22 


June 
June 


20-22 
21-22 
21-22 
24-25 
24-26 
24-27 
25-27 
19-20 
30-31 
11-12 
8-9 


June 
June 

June 
June 
June 
June 
June 
July 

Aug. 
Sept. 
Nov. 


Logan 
Idaho Falls 
Iowa Des Moines 
Michigan Charlevoix 
North Carolina Asheville 
Montana Billings 
Wyoming Lander 
Indiana Evansville 
Arizona Phoenix 


OTHER 

ASSOCIATIONS PLACE 

Reserve City Bankers 
Detroit, Mich. 

American Institute of 
Banking Tulsa, Okla. 

New England Bankers 
Swampscott, Mass. 
American Bankers Assn. 
San Francisco, Cal. 
International Thrift Con- 
gress London, England 
Oct. 30-Nov. 2 Financial Advertisers’ 
Assn. Atlanta, Ga. 


REGIONAL 


DATE 


June 10-14 
June 10-14 


June 14-15 


Sept. 30-Oct. 3 


Oct. 7-11 


BANK DIVISION 
CONFERENCE 


25-26 San Diego, Cal. 


SAVINGS 
April 
The JOURNAL group subscription plan 


will spread useful information among the 
members of the bank staff. 
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Restrictions on Savings 
Deposits 
(Continued from page 1122) 


imately $600,000,000, most of them pay- 
ine a dividend of over 4% per cent. Of 
these, thirty-two banks with deposits of 
$286,000,000 report or favor restrictions 
and forty banks with deposits of about 
$340,000,000 do not impose or favor 
them. 


Reasons Cited 


co of the opinions of the restrict- 
ing banks are briefly as follows: 
First are given the restriction in force 
and then a reason or two for the im- 
position of the restriction. 


Restrictions as to amount, even locally. 

We feel this will best serve our town and 
keep the rate up to 5 per cent. 

Restrictions as to amount in territory out- 
side twenty miles from location of bank. 

We have refused many large deposits com- 
ing from parties having no real interest in 
our bank whatever except the rate we pay. 
We feel our bank is a local institution and 
do not feel we should accept this investment 
money. 

Limit both as to amounts within and with- 
out metropolitan Boston. 

Since 1928 this bank has not accepted de- 
posits of more than $1,000 from people living 
outside of metropolitan Boston and we re- 
ceive but $3,000 on individual accounts and 
$6,000 on joint accounts from people living in 
metropolitan Boston. 

Limited as to the community. 

Since 1920 this bank has paid 5 per cent 
on deposits. This is because we have refused 
to receive outside deposits during the periods 
of easy money. This bank was chartered for 
this community. Its present surplus is built 
up by old depositors living largely in this 
community. 

Restrictions as to amount—not locality. 

Had we not done so, and had we continued 
to increase, we probably would have been 
unable to continue a 5 per cent dividend. 

No limit as to amount—limit as to locality. 

This bank was organized by local people 
for the benefit of the residents of this com- 
munity and is trying to keep on conducting 
it for the same purpose. 

Restrictions as to locality. 

Unquestionably if we had taken all depos- 
its offered from a distance it would have had 
some effect on our 5 per cent rate. 

Limitation only as to area. 

This bank was primarily established for 
the purpose of encouraging thrift in its own 
territory and could hardly be expected to 
offer facilities for a much larger area. 

Restrictions as to area. 

We feel that our first duty lies to the peo- 
ple in this territory and we know that we can 
pay a higher rate of dividend by limiting our 
new accounts to the cities and towns imme- 
diately surrounding. 

It is the duty of a savings bank to its 
present depositors and to its prospective 
small depositors to impose limitations as to 
the amount of funds which it will receive on 
old as well as new accounts when its growth 
is so rapid and investment conditions are so 
unfavorable that the acceptance of large de- 
positors will entail a reduction in the divi- 
dend rate. 

| do not believe that this is necessarily 
opposed to the interests of the community, 
because I believe that the best interests of 
the community are served when we focus our 
attention to small accounts. When it comes 
to large accounts I sometimes think we would 
be very much wiser administrators if we 
said a kind word for the trust companies, 


Contrary Views 
bg pete to quote briefly a few of the 


opinions given by the nonrestricting. 


banks: 


It would seem under present conditions 
that it is up to the savings banks to receive 
deposits offered, especially as they have con- 
ducted state-wide advertising for deposits 
doing the best they can with the money an 
paying as high a rate of dividend as possible 
alter carrying a proper amount to reserves. 

The day when the savings banks are used 
by the small wage earners alone has gone by. 

It is the opinion of our executive commit- 
tee that we should accept deposits where and 
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Graham Anderson Probst & White, Architects 


E. O. Strauss & Son, Vault Engineers 


And in the Northwestern 
National Bank —S &G Locks 


Here again, after a most exacting comparison of all available 
equipment, Sargent & Greenleaf Secret Key Changing Sealed 
Key Safe Deposit Locks were selected for one of the largest 
banks in the country, the Northwestern National Bank of 


Minneapolis, Minnesota. 


Sargent & Greenleaf Inc. 


ROCHESTER 


Sargent & Greenleaf Inc. 
Rochester, N. Y. 


NEW YORK 


_] Please send me a working model of the S&G Secret Key 
Changing Sealed Key Safe Deposit Lock. 


CJ Please send me complete information about S&G Locks. 


Name... 


whenever offered and to date we have never 
found it impossible to invest our money ad- 
vantageously. 

Strongly in favor of accepting money 
whether or no. 

We have spent a lot of money advertising 
for deposits. Why, because of temporary in- 
ability to invest the funds to advantage, 
should we refuse to accept the money? It 
seems to me it places us in a very undesir- 
able position before the public. 

It does not seem to me that we should re- 
fuse deposits because by accepting them we 
would be obliged to reduce the rate of in- 
terest paid on present deposits. 

I think mutual savings banks cannot ex- 
pect to make the progress which they are 
entitled to make by accepting or refusing to 
accept deposits in accordance with the con- 
ditions of the money market. 

Certainly no other class of banks that I 
know of refuses money at any time. 

We have never placed any restrictions. I 
should dislike very much to see the time 
come when our trustees would place a limit 


en the amount of money which we could 
take. 

It is the unanimous opinion of the officers 
of this bank that deposits should never be 
refused. We have tried to teach thrift and 
so fee] that we may not consistently restrict 
deposits. 

We have never made any restrictions as to 
accepting new deposits offered as to amount 
or in any locality. We have also been of the 
opinion that it does not look well for us to 
one year go to the Legislature and ask that 
the increase in the amount that we can take 
on deposit be raised from $3,000 to $4,000 or 
over, and then within a year or two simply 
because conditions have changed a little and 
it becomes a little harder to invest money 
and there is a little larger surplus of money 
coming in that we should lie down on the job 
and turn the doors against the people who 
desire to make deposits with us. 

It is our opinion that our proper function 
is to accept whatever deposits are offered to 
us regardless of the limit of the rate that 
those deposits might force us to take. 


fi) SAN ij 
| 
| 
| 
| 
| 
| 
| 


AMERICAN BANKERS ASSOCIATION JOURNAL 


control. 


NEW YORK 
PHILADELPHIA 
BOSTON 
PROVIDENCE 
BALTIMORE MIAMI 
RICHMOND TAMPA 
WINSTON-SALEM CINCINNATI 
WASHINGTON DAYTON 
BUFFALO LOUISVILLE 
ROCHESTER HUNTINGTON 


PITTSBURGH 
WHEELING 
ERIE 
ATLANTA 


For my part, I think the matter of rate on 
deposits is secondary and that the whole 
matter tends to adjust itself. Unless, there- 
fore, the maintenance of a level dividend 
rate is held to be paramount, the bank has 
no problem other than the proper investment 
of whatever funds come to it, but after all 
the rate of return is not theoretically the 
most important factor in savings accounts. 
Savings banks were created for the purpose 
of serving the public and the public, in our 
opinion, is anyone who patronizes our insti- 
tution. 

Our policy is to receive all accounts offered 
up to the limit. 

It would seem inconsistent to decry com- 
petition and then refuse to accept the very 
thing we are trying to protect. It would 
seem as though the investment trusts, to- 
gether with the savings departments of trust 
companies, would soon take up the slack and 
those who have confined deposits to their 
local field might find themselves slipping 
badly. 

We realize that we are being used by men 


Back of all our material progress in business 
are these mental capacities—to see the need 
of better things, to sense the right, and to know 
how. In their fullest possession is a power 
that defies material competition. Between 
their grades of excellence is the great strug- 
gle—the Competition of Brains. 


Among brains, the enlightening facts and 
figures of Modern Accountancy are recog- 
nized as stimulants to right thinking, quite as 
much as material factors in management and 


CLEVELAND 
AKRON 
CANTON 
COLUMBUS 
YOUNGSTOWN INDIANAPOLIS 
TOLEDO 

ST. LouIs 
MEMPHIS 
KANSAS CITY 
OMAHA 
DENVER 


The Great American 
COMPETITION 


The Great American Competition is the com- 
petition of Brains. Not so much the brains 
of Genius as the brains of matured Vision, 
Judgment, and Understanding. 


ERNST & ERNST 


ACCOUNTANTS and AUDITORS 
SYSTEM SERVICE 


CHICAGO 
MILWAUKEE 
MINNEAPOLIS 
ST. PAUL 


NEW ORLEANS 
JACKSON 
DALLAS 

FORT WORTH 
HOUSTON 

SAN ANTONIO 
WwAco 

SAN FRANCISCO 
LOS ANGELES 
SEATTLE 


FORT WAYNE 
DAVENPORT 
DETROIT 
GRAND RAPIDS 
KALAMAZOO 


out of our district who are well able to in- 
vest their own money, but these are decidedly 
in a minority. 

It is clear that the differences of opin- 
ion as regards restrictions resolve them- 
selves into the question whether a 
mutual savings bank’s first duty is to its 
present depositors and its own commu- 
nity or to the public at large. 


Like Class Legislation 


a is no question but what the 
trustees of any mutual savings bank 
are legally justified in taking any action 
which they deem proper in connection 
with the operation of their institution so 
long as the law is squarely lived up to, 


May, 1929 


but it seems to me that there are many 
phases of this subject which the larger 
and more influential savings banks with 
state-wide reputations might well and 
thoughtfully consider from the stand- 
point of public policy before takine a 
restrictive attitude. 

There being no stockholders, we ordi- 
narily speak of a mutual savings bink 
as belonging to its depositors. It does 
belong to the depositors in the sense t!at 
if it were to liquidate, the proceeds of 
all the assets sold would be distributed 
ratably amongst the depositors, bui as 
a going concern the only real ownership 
which a depositor has in addition to his 
account, and ratable claim on the assets 
in the event of liquidation, is the ri¢eht 
and ownership in his portion of the earn- 
ings of the bank as they may be dis- 
tributed according to law. He has no 
right of ownership that morally justifies 
him or the trustees to say that, from a 
given date onward the depositors because 
they happen to be such on that particu- 
lar date, have a right to be constituted 
an exclusive and favored group and that 
the rest of the public may not become 
associated with them as depositors, ex- 
cept under restrictions imposed by the 
trustees of that bank, whose duties, re- 
sponsibilities and obligations in the last 
analysis are to the public as well as to 
the depositors. Such discrmination is 
much like class legislation and is just as 
unfair. 

Mutual savings banks cannot afford to 
adhere to self-imposed restrictions which 
if they have any excuse at all for exist- 
ing should be imposed only by the small 
bank in rural communities. 

Mutual savings banks do not expressly 
or impliedly guarantee the payment of a 
definite rate of dividend, and it seems to 
me if they would but forget restrictions, 
accept money as it comes from the pub- 
lic, and do the best they can with it, the 
whole matter of rate would tend to ad- 
just itself, for after all, rate of dividend 
is not the most important phase of sav- 
ings bank operation. 


Loans to Merchants 
(Continued from page 1126) 


means of transportation make the goods 
available. Almost any man in the coun- 
try can get his goods in five days now. 
The progressive merchant today buys 
from week to week and day to day, gets 
the goods in by express to meet the 
changing tides of fashion of the buying 
public. If the merchant bank customer 
has too heavy a turnover and that in- 
ventory is not intelligibly related to his 
turnover, it is just too bad. 

The bank should get into his accounts 
receivable, too. They ought to be selling 
on credit of thirty days’ time. How much 
does he have beyond forty-five days’ 
credit? I am talking about those that 
the banks need to analyze, whose state- 
ments the banks need to study and get 
into the facts. 

None of the banks now are justified in 
not being able to analyze scientifically a 
customer’s statement, or to have some- 
body in the bank who can do it. Any 


| 
| | 
| | 
= 
— 
| | 


May, 1929 


bank today with a minimum outlay of 
money would be able to have somebody 
in the organization who knows how to 
analyze these statements intelligently 
and scientifically. That is what needs to 
be done. 

You cannot always tell when you get 
these auditors’ statements. I was sur- 
prised to find a reported failure down in 
the Southwest last year, with a fine 
statement, fine ratios, fine history and 
a. But the same firm of auditors had 
heen auditing this concern for a number 
of years and there had been fine ties of 
friendship formed between the officers 
and the auditors, and so the officers were 
able to conceal a great loss over seven 
years in obsolete stock. It would be a 
fine thing if the banks could suggest and 
insist on the rotation of auditors now 
and then. 


I THINK the major problem in Ameri- 
can business today is producing goods 
and service at less cost, because the line 
of profit is getting thinner and thinner 
in every way, every day. The merchant 
who does not have some satisfactory cost 
control of his picture is definitely in the 
discard. Unless he knows what lines he 
can handle profitably and which are his 
profitable lines, and center on those and 
cut out the unprofitable lines, just like 
the intelligent bankers up and down the 
line are doing, he is gone—he is done 
for. 

The merchant who does not maintain 
with his bank adequate balances against 
his borrowing lines is a bad credit risk. 
The bank needs, of course, to make the 
account profitable, but the merchant 
needs it just as badly as the bank does, 
and the argument about balances has its 
foundation in the borrower’s needs rather 
than the banker’s desire for a profitable 
account. 

In the case of a wholesale house down 
in the South, last year’s operation 
showed $20,000 loss, but because his cash 
position was good and he was able to 
take throughout the year every sort of 
discount that was offered him, his dis- 
counts coming in under sources of in- 
come enabled him to show a.decent profit 
on his capital stock. 


Salary Loan Movement 
Spreads 


(Continued from page 1121) 


thorough investigation should be _ in- 
sisted upon. Borrowers, like the rest 
of humanity, are impatient at delays. 
In days of old when a man missed a 
stage coach he settled down and waited 
patiently for the next one, due to ar- 
rive three days later. Today he gets 
into a towering rage if his street car 
is a second late, or if he even misses 
one section of a revolving door. 


Does It Pay? 


ANKS that have conducted a small 
loan department report that the 
idea generally has worked out success- 
fully, with comparatively little trouble 
For instance, 


in collecting the principal. 
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Your Representative 


WwW" you need to employ the banking 


or collection facilities of a St. Louis 
institution, call on the National Bank of 
Commerce in St. Louis for service. Banks 
in all parts of the United States have found 
they obtain from us a thorough covering 


in St. Louts 


built for service: 


Commercial 
Savings 
Trust 
Investment 
Foreign 
Credit 
Safe Deposit 


of the St. Louis Area through a well- 
organized credit department and a capable 


BROADWAY 


the survey referred to showed that 
thirty-two banks seldom found it neces- 
sary to disturb the endorsers, four said 
they never had, and eight that they had, 
in a few cases, been compelled to ask the 
endorsers to make good. 

The one big test of the “Industrial 
Loan Plan,” whatever may be its method 
of operation, is: Does it pay a profit? 
Many banks in the survey were hesitant 
about answering this question, but forty- 
three of them replied that the plan is 
profitable, while only ten reported ad- 
versely. One bank that has a large 
volume of small loan business reported 
its losses at a rate slightly more than 
1/10 of 1 per cent, which compares 


investment subsidiary. 


RESOURCES NEARLY $100,000,000 


National Bank of 


Commerce 


Federal Commerce Trust 


OLIVE TO PINE 


very favorably with commercial loans. 

As to whether the plan has brought 
an increased number of depositors, 
twenty-nine said “Yes” and twenty-three 
“No.” However, it would seem that 
this development would depend largely 
upon how this plan is operated. The 
plan of the National City Bank in New 
York, for instance, compels the borrower 
to take out a pass-book and sign an 
agreement to deposit so much money 
in the compound interest department 
each week or whatever period is agreed 
upon, these deposits to go toward re- 
payment of the loan within a specified 
period. 

The applicant is required to signa 
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MOSLER DONSTEEL DOORS 


Protect the funds of the 


William Templeton Johnson 
Architect 
San Diego, Calif. 


r 
Mosler has 
Safes and Safety 
for more than | 
75 years 


SAN DIEGO TRUST 


& 
SAVINGS BANK 


SAN DIEGO, CALIF. 


One of the Mosler DONSTEEL V ve Doors in 


San Diego Trust & Savings Bank 


DONSTEEL—a copper alloy —is the most resistant of all known 
metals to attack by both torch and drill. 


Donsteel Vault Doors Sold Exclusively by 


The Mosler Safe Co. 


The Largest Builders of Vaults and Safes in theWorld 


FACTORIES 


HAMILTON, OHIO 


ATLANTA BOSTON 
KANSAS CITY 
PITTSBURGH 
TOKYO, JAPAN 


CHARLOTTE 
LOS ANGELES 


promissory note which sets forth the 
details of the agreement entered into 
between him and the bank. In addition, 
an application blank is filled in giving 
such details as home address, telephone 
number, salary or other compensation, 
or income, whether married or single, 
name of employer, position, whether ap- 
plicant has other loans, what they are, 
whether he has borrowed from this bank 
before, what life insurance he carries, 
and other questions which will tend to 
indicate his character and ability to re- 
pay the loan. The co-makers of the 
note, likewise, must supply similar de- 
tails so that enough information is ob- 
tained to safeguard the loan in the event 
the borrower fails to make good. No 
loan should be made on the basis of 
collecting from the endorsers. 


CHICAGO 


PORTLAND 
LONDON, ENGLAND 


DALLAS 
NEW ORLEANS 

SAN FRANCISCO 
SHANGHAI, CHINA 


DETROIT 
NEW YORK 
SEATTLE 


Uses Coupon Notes 


OME banks attach the provision to 

the loan that in case the borrower 
should die or become permanently dis- 
abled before the loan matures, the co- 
makers and the family of the borrower 
will not be required to pay the unpaid 
amount, this being taken care of by in- 
surance provided by the bank without 
cost to the borrower. 

One banking institution in Richmond, 
Va., has a rather unique plan of hav- 
ing the borrower sign a series of ten 
“coupon notes,” calling for repayment 
of the loan in equal installments. In 
this way the bank avoids the necessity 
of keeping individual ledger cards, and 
this does away with posting the many 
small payments, a feature which is said 


to add considerably to the profits of the 
industrial loan department of this bank, 

No doubt the future will see a far 
larger number of banks creating indus- 
trial loan departments, for their opera- 
tion results without question in a bet- 
tering of the local economic situation, 
Placing the borrower on a stable footing 
with the backing of a reputable institu- 
tion, and eliminating the “loan shark” 
evil, brings about greater economic bene- 
fit for the entire community through 
insuring greater financial success and 
happiness for the individual who must 
obtain money to tide him over in times 
of adversity. 

Probably in a majority of cases banks 
are equipped to handle this class of 
business on a more economical basis 
than the loan companies. In many 
cases the banks would not have to pro- 
vide additional floor space and would 
need to add few employees. The profit 
would appear to be largely a matter of 
volume and good management. 


Has Proved a Boon 


ITH brokers’ loans rising to stu- 

pendous totals and savings depart- 
ments throughout the nation feeling 
keenly the loss of business that nor- 
mally should go to them, it would seem 
to be a prudent move to establish a 
small loan business in connection with 
savings. In this way the borrower, 
through weekly or monthly payments, 
would form the habit of regular savings, 
and at the end of his repayment period 
should prove a valuable savings cus- 
tomer. Scientists tells us that an act 
repeated with regularity forty-five 
times becomes a habit. 

The attitude of the banks toward the 
“little man” has not been entirely con- 
sistent. In the past they have received 
his deposit but have not provided him 
loaning facilities. This was due largely 
to the fact that small loans were handled 
on the same basis as large loans, and 


| under such a plan the bank is not in a 


position to serve the small borrower 
satisfactorily and profitably. 


The industrial loan plan which allows 


| the borrower to pay his loan on the in- 
| stallment plan has proved to be a boon 


to the wage earner, salaried people and 
the small merchant. It will relieve the 
regular loan departments of many small 
loans and enable banks to handle the 
business on a more profitable basis. 


There are prophets of evil in the coun- 
try and there are prophets of good, but 
I think a man has a right to be an 
optimist and to believe that in the great 
forward steps that have been taken in 
this financial game America is being 
led into a world power financially and 
that the steps thai have been taken will 
in the end, under sane American 
leadership, and with the wisdom of safe 
and sane American banking, all work 
to the good of America—Eugene R. 
Black, Governor of the Federal Reserve 
Bank of Atlanta. 
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Within the Crescent 


ANKERS from all parts of the coun- 

try attending the Spring Meeting 
of the Executive Council of the Amer- 
ican Bankers Association at Edgewater 
Park, Mississippi, were the recipients 
of the hospitality for which the South- 
land is famed. Both official and private 
entertainment was offered the visiting 
bankers. 

On the evening of Monday, April 15, 
the entire party of visitors was enter- 
tained at dinner by Rudolf S. Hecht, 
president of the Hibernia Bank and 
Trust Company of New Orleans, at his 
estate at Pass Christian. The guests 
were received in the unique and pictur- 
esque garden of the estate—a bit of old 
Japan transplanted to the shores of the 
Gulf of Mexico. Strolling along the 
winding paths between exotic Oriental 
plants and over the tiny rainbow bridges 
which spanned the lily ponds the guests 
glimpsed through the shrubbery replicas 
of Japanese houses and pagodas. The 
scene, lighted by the soft glow of Japa- 
nese lanterns, was a picture of~-far 
Nippon. Dinner was served in the 
garden and was followed by dancing in 
the same setting, the music re-echoing 
from the bamboo hedges encircling the 
estate. 

On Tuesday the council party enjoyed 
a boat trip to the Isle of Caprice, an 


islet some dozen miles off the coast of | 


Mississippi, where surf bathing was to 
be had. 

The family dinner of the Executive 
Council was held on Wednesday evening 
at the Edgewater Park Hotel with 
President Hazlewood as_ toastmaster. 
Charles Cason, vice-president of the 
Chemical National Bank of New York, 
gracefully and wittily awarded golf 
prizes to the men and women successful 
among the contestants on the _ links. 
Senator Pat Harrison, of Mississippi, 
welcomed the representatives of the 
American Bankers Association to the 
encircling shores and traced the rapid 
strides made in recent years by the 
South toward a position of prominence 
in the industrial and economic structure 
of the nation. 

After the meeting at Edgewater Park 
most of the members of the council 
party were the guests of the New Or- 
leans Clearinghouse Association for a 
day’s visit to the Crescent City. Arriv- 
ing in New Orleans at noon on Friday 
the party lunched, as the guests of the 
Clearinghouse Association, at the Tip 
Top Club, on the roof of the Hotel 
Roosevelt, overlooking the city of New 
Orleans and the swirling Mississippi 
River, dotted with ships from the seven 
seas. At luncheon the visiting bankers 
were welcomed to New Orleans by Maj. 
L. H. Dinkins, president of the New 
Orleans Clearinghouse Association, and 
taken in charge by Fred W. Ellsworth, 
vice-president of the Hibernia Bank and 
Trust Company, chairman of the enter- 
tainment committee, and a _ score of 
bankers and members of the New Or- 
leans Chapter of the American Institute 
of Banking. 


TRACING ITS ANCESTRY back to the first incorporated 


bank in America, established 1781, Bank of North America 
and Trust Company has throughout its many years of 


service demonstrated an undivided devotion to the 


profession of banking. To banks and corporations requiring 


a highly qualified banking connection at Philadelphia, it 


proffers facilities perfected and an experience developed from 


the time when there were no banking precedents to follow. 


JOHN H. MASON, President 


«2 Reminiscent of the beginning of banking in America is the an- 


BANK#/NORTH 
and TRUST 


fn cient blunderbuss once carried by the Colonial night watchman 
&’ of The Bank of North America, and still on display here—a 
symbol of the unbroken record of safety for which the Bank 
has been known through six generations of Philadelphians. 


AMERICA 
COM PANY 


PHILADELPHIA 
Member Federal Reserve System . . Capital, Surplus and Undivided Profits More Than $12,000,000 


During the afternoon the visitors 
divided into groups and toured the city. 
One party in automobiles saw New 
Orleans and its environs, the massive 
levees and docks along the banks of the 
Mississippi River, the great industrial 
plants and thronged business district, 
the palm lined streets of the residential 
sections and the wide-sweeping, sunlit 
parks of the city. 

Another party made a pedestrian tour 
of the Vieux Carré, the quaint old 
French and Spanish section of New Or- 
leans where there still lingers among 
the historic buildings and ancient 
residences the visible memories of the 
earliest colonial days. Through the 


streets shadowed by the galleries of 
houses of another era the party glimpsed 
the cool patios, where the fountains 
play, and trod the walks that were the 
glass of fashion when New Orleans was 
young. 

In the evening the council party were 
the guests of the New Orleans Clear- 
inghouse Association at a banquet in one 
of the old French restaurants of the 
Vieux Carré, where the spirit and 
atmosphere of France pervaded the end 
of a bright day in the Crescent City. 

Bankers returning from the Spring 
Meeting to their homes in the North and 
West carried with them a warm appre- 
ciation of the hospitality of the South. 
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GOOD BANK FIXTURES ARE 
A GOOD INVESTMENT® 


Permanently beautiful bronze fixtures actually pay dividends. Sur- 
round your quarters with dignity and impressiveness by using bronze 
fixtures. But make sure that they are HAND-CRAFTED BY SPE- 
CIALISTS. 

As the foremost U. S. ornamental bronze specialists for 47 years, we 
offer you the benefits of a LAYOUT AND DESIGNING SERVICE, 
without charge or obligation. Send measurements for sketches and an 
estimate of cost. 


*Such as these made for the ‘ AN Literature and tdeas sent 
Columbia National Bank, mop FREE—Correspondence in- 
Washington. 


THe Merc. Co. 


Dept. CINCINNATI, OHIO 


HE healthy results of the extension of electric 

service to non-metropolitan centers of the coun- 
try are being evidenced in the constant equalization 
of agricultural efficiency with industrial efficiency, and 
in the encouraging signs of the growth of industry in 
small communities. 


The subsidiaries of the National Electric Power Com- 
pany, which now provide an ample supply of elec- 
tricity at reasonable rates in 1,621 non-metropolitan 
communities in the Eastern United States, are per- 
forming a vital service for the advancement of agri- 
cultural efficiency and for the betterment of industrial 
location. 


NATIONAL ELECTRIC 
POWER COMPANY 
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Dramatizing Savings 
Accounts 
(Continued from page 1133) 


money remairs in the bank unis 
turbed. But my own judgment is 

the account that most closely 
sents the real purpose of the savings 
bank and that can be made of most /xr- 
reaching benefit both to the genoa] 
good and to savings banks themselves 
is the account that is maintained by 
constant and consistent regularity of de- 
strument in the economic lives of men 
for the accumulation of capital for ihe 
ultimate and permanent needs of 
posit and defined and designed as the in- 
That is, the savings account. 

I do not depreciate the importance of 
savings bank accounts for other pur- 
poses. In fact, I am confident that they 
are very desirable and essential, but the 
time has come when we should distin- 
guish the savings account from all other 
forms of account, interpret it for what 
it is intended to be—an instrument for 
permanent saving—and make it func- 
tion successfully in that capacity. 

Somehow, I cannot escape from what 
to me is an impressive conviction; that 
is, that the savings account should be 
made the greatest single influence for 
the advancement of the permanent eco- 
nomic success of men, and the chief 
agency through which men strive for 
and attain the degree of economic inde- 
pendence which their stations in life 
may justify. 


Dramatizing Accounts 


| iy has not been the practice in savings 
banks in the East to encourage mul- 
tiple accounts. That seems to me to be 
directly opposed to the best interest of 
good money management. I think the 
most basic and practical application that 
savings banks can make of the budget 
principle is to encourage multiple ac- 
counts, each designed for the accom- 
plishment of a specific purpose. We 
should define these accounts in terms of 
their purpose. Savings accounts, in- 
vestment accounts, spending accounts, 
and what not. We should endeavor to 
take the drudgery and the monotony out 
of saving by dramatizing these accounts 
in terms of their accomplishments. 

It will be common in savings banks in 
the relatively near future not only to 
classify accounts as to purpose but to 
pay interest on these accounts in accor- 
dance with their relative earnings and 
the cost of administering them. But 
more important than this, a classifica- 
tion of accounts as to purpose will pro- 
vide the savings bank with a practical 
and vital sales argument and a more in- 
timate point of contact between the 
bank and its customers. 

When a customer comes into a sav- 
ings bank to open a new account, he is 
a depositor only. Whether he is to de- 
velop his account into a savings account 
remains to be demonstrated. So far, he 
is only a prospect. 

It seems to be true, but unfortunate, to 
my mind, that we devote our business 
promotion efforts almost exclusively to 
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securing new customers and do little to 
develop them into consistent, profitable 
-ustomers when we get them. Another 
truth is, and this, too, seems unfortu- 
nate, that the savings bank up till now 
has sold itself to its own customers as 
a competent expert in only one depart- 
ment of the field of saving; that is, as a 
iepository for funds. We have a very 
enviable reputation for being the safest 
place to put money but very little repu- 
tation as experts in advising people on 
how to save. The safety argument has 
been a great confidence builder for sav- 
ings banks in the past, but the time has 
come when if we are to claim the confi- 
dence of people permanently we must 
qualify ourselves not only to safeguard 
savings but to intensify saving. 

Moreover, I look upon this as the most 
practical and logical foundation upon 
which to build all the other financial 
services of the savings bank. Whatever 
other financial services savings banks 
may offer their depositors should be 
predicated upon and built around this 
fundamental need of consistent saving. 
We may need in our financial advisory 
departments competent advisors on in- 
vestment problems, insurance, budget- 
ing, and so on, but, first of all, these ad- 
visors need to be experts in the funda- 
mental needs of saving money. 

To whatever extent savings banks 
may go to educate people to a better 
understanding of their economic respon- 
sibilities, either inside or outside our 
banks, and I think they should go a great 
way, the justification for the spread of 
such education lies in the fact that we 
are promoting the fundamental business 
for which we exist, namely, to help men 
save. 


Revitalized Savings 


T has been a long time since the sav- 
ings banks have put a new product 

on the market for universal consump- 
tion. It may be time to bring one out. 
We have offered many new appeals to 
increase our business, and sometimes 
we have gone rather far afield from our 
main theme to find them. At the same 
time, it seems to me we have had within 
our grasp the facilities of the most 
potent appeal that the savings bank can 
offer; that is, the savings account itself, 
revitalized. 

I realize that it is a great deal simpler 
to make a proposal that savings banks 
need a new product on their shelves 
than it is to prepare the product for 
public consumption and make it pay. In 
other words, I am fully aware that the 
practical part of such a proposal lies in 
the development of a plan for its accom- 
plishment. But this is not something 
that one can sit down and dictate to a 
stenographer. It means a fundamental 
appraisal of the whole approach and 
appeal to our constituents. It may mean 
a new form of pass-book or contract. It 
may mean the interpretation of the sav- 
ings account as a long-time plan of sys- 
tematic saving. It may mean the injec- 
tion of some commitment or an element 
of compulsion in saving. It may mean 


a preferred rate of interest for the ac- 


| Fixed Trust Shares 


| Original Series and Series B 


| Basic Industry Shares 


American Basic-Business Shares Corporation 
Depositor 
67 Wall Street, New York City 


The Equitable Trust Company of New York 
Trustee 


American industries: 


Railroads 


Illinois Central R.R. Co. 
Louisville & Nashville R.R. Co. 
New York Central R.R. Co. 
Northern Pacific Ry. Co. 
Pennsylvania R.R. Co. 

| Southern Pacific Co. 

Southern Railway Co. 

Union Pacific R.R. Co. 


| | Utilities and Quasi- 
| Utilities 
American Tel. & Tel. Co. 
General Electric Co. 

| Pullman, Inc. 


| Western Union Telegraph Co. 
| Westinghouse Elec. & Mfg. Co. 


by the following firms: 


| || IXED TRUST Shares and Basic Industry Shares rep- 

|| resent a participating interest in property (deposited 
with the trustee), consisting of cash and a unit of com- 
mon stocks of the following nationally known basic 


Dividends are payable semi-annually against coupons at- 
tached to certificates. 


Fixed Trust Shares and Basic Industry Shares are sold to 
investors by established investment houses and banks in 
most of the important cities of the United States and in 
| || several foreign countries, and are wholesaled to dealers 


Industrials 


American Can Co. 

American Radiator Co. 
American Tobacco Co. “B” 
duPont /E.I.} de Nemours & Co. 
Ingersoll-Rand Co. 
International Harvester Co. 
National Biscuit Co. 

Otis Elevator Co. 
Timken-Roller Bearing Co. 
United Shoe Machinery Corp. 
United States Steel Corp. 
Woolworth {F. W.} Co. 


Standard Oil Group 
Standard Oil Co. of Cal. 
Standard Oil Co. of Ind. 
Standard Oil Co. of N. J. 
Standard Oil Co. of N. Y¥. 
Vacuum Oil Co. 


120 So. La Salle St., Chicago, IIl. 


| | for Central section of 
the United States 


F. J. Lisman & Co. 


44 Wall Street, New York City 


for Eastern section of the United States 
and foreign countries 


‘Smith, Burris &Co. 


Ross Beason & Co. | 
Salt Lake City, Utah 


‘or Western section of 
the United States 


complishment of certain objectives. It 
certainly should mean a concentrated ef- 
fort to bring the savings account in its 
new dress to public attention in a vig- 
orous and commanding way. 

I have this one thing to say in con- 
clusion; that if there is as much of hu- 
man appeal and fundamental value in 
the savings account as I think there is, 
the ability and the skill can be found to 
dramatize it and to make it sparkle with 
new life and interest, and a plan can be 
developed for the accomplishment of its 
purpose that will appeal to the imagina- 
tion of men. 

And once this appeal has been obtained 
the public can be relied upon to respond 
with an enthusiasm that will repay 
thought and planning. 


Regional Trust Conference 


The seventh regional trust confer- 
ence for the Pacific Coast and Rocky 
Mountain states will be held in Ogden, 
Utah, Sept. 25, 26 and 27, under the 
auspices of the Trust Company Division, 
American Bankers Association, and the 
Trust Company Section, Utah Bankers 
Association. A. P. Bigelow, president 
Ogden State Bank, will serve as general 
chairman of the conference. 

Trust problems of particular interest 
to trust companies and banks in the 
states of Arizona, California, Colorado, 
Idaho, Montana, Nevada, New Mexico, 
Oregon, Utah, Washington and Wyoming 
will be discussed at the sessions by bank- 
ers and leading students of banking. 
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YEO—THE ORIGINAL ROTARY 


Only the Yeo Rotary 
Can Give Absolute 
Proof of Deposit! 


The proof-of- 
deposit card 
system and 
identification 
\ are an exclusive 
ass \ copyrighted fea- 
pons \ ture of the new 

. Yeo Rotary 


And this is not the only exclusive fea- 
ture of the new Yeo Rotary Victory 
Night Depository. Its rotary weighs 
1000 lb., and its cylinder walls are 31%” 
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from within and 100% burglar-proof 
from without. In short, the new Yeo 
Victory Rotary Night Depository is bet- 
ter, stronger, safer. And it has no 
upkeep cost! 
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Philadelphia, Pa. 
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School Savings Stories 


By CHARLES W. GARFIELD 


Chairman, Executive Committee, Grand Rapids Savings Bank, Grand Rapids, Michigan 


BOUT the time that France dem- 
onstrated her wonderful ability 
to pay the enormous debt im- 
posed upon her by the settle- 
ment of the Franco-Prussian War and 
had given to the world a marvelous 
demonstration of the value of thrift to 
national life, I took a bicycle trip 
through Europe, spending some time in 
going to and fro through France. I was 
deeply impressed by the habits which 
had been inculeated in the people for 
the fulfillment of the enormous obliga- 
tion placed upon the nation by a vic- 
torious enemy. 

I tried to look at the root of the dem- 
onstrated success, and while on every 
hand I saw the elimination of waste and 
the exhibition of thrift in small things, 
I learned that the French people had 
begun this work with the children and 
that the teaching of thrift in the schools 
had been made an important factor. 
And there I learned about the useful- 
ness of the school savings bank in the 
educational system. I absorbed an idea 
that seemed to me worth carrying home 
to a nation of people engaged in the 
most wasteful habits on the face of the 
earth. 

One illustration will suffice to indicate 
the type of my investigations. As my 
companion and I were riding along a 
country highway, we saw a girl of ap- 
parently fourteen years guarding a little 
flock of sheep in a pasturage. She sat 
on a rock with a book in her lap, and 
her fingers were rapidly engaged in 
manipulating a crochet hook fashioning 
a garment. We dismounted and gathered 
from conversation that she spent several 
hours each day in guarding the sheep for 
her father and the book was a textbook 
used in the school she attended, and she 
was preparing for the next day’s recita- 
tion. She was crocheting a garment that 
when finished she could se!l for five 
francs. The money earned in this way she 
placed in the school savings bank for fu- 
ture needs. It was an interesting object 
lesson in thrift as fostered in the scheme 
of education. 


Directors Were Cool 


CAME home with a bee in my bonnet 

and began to investigate the educa- 
tional methods of our country and learn 
if any special work had been attempted 
anywhere in the promotion of thrift 
through our educational processes. I 
found that J. H. Thiry of Long Island 
City had a couple of years earlier insti- 
tuted a plan of school savings. Being a 
member of the school board and having 
clearly defined ideals concerning prac- 
tical education, he had instituted in his 
little city the school savings bank plan 
practically based upon the French 
method of tuition. Through my corre- 
spondence with him I became more. en- 


thusiastic than ever and an optimist in 
hoped-for things. 

I did not comprehend the job before 
me. I began with our own bank direc- 
tors, using all the blandishments of ora- 
tory I could bring to bear upon them and 
the immediate result was that they did 
not feel that it was the province of a 
bank to enter the field of education; 
that a bank was a hardheaded business 
institution, instituted for the prosecu- 
tion of business in the aid of business, 
that dividends might be made upon in- 
vestment of its capital stock, and 
through serving the community, become 
an influential business institution. They 
argued with me that there were larger 
things for a bank to do of greater im- 
portance than saving pennies and hay- 
ing a great lot of petty accounts to take 
care of that would be a bill of expense 
rather than a source of income. 


Steps of Progress 


T that time our board of education 
was a political body. The members 
were elected by wards, and the positions 
being somewhat attractive, the whole 
plan of carrying on the education of our 
city was mingled closely with party 
politics. Trying to convince a large 
board of this character that penny sav- 
ings and the teaching of thrift was an 
important field for progress in educa- 
tion, was not a successful venture on my 
part. Fortunately, our cashier and the 
superintendent of schools were warmly 
sympathetic and we worked along for 
two years with indifferent success, when 
the thought came to mind that possibly 
we could induce both the bank and the 
school board to try an experiment with 
four schools. 

Reluctantly, the opportunity was 
given and we made a wise selection of 
four primary schools which had women 
of vision as principals and teachers who 
caught the spirit of our thought and 
were willing to be factors in the experi- 
ment. Enthusiasm and wise publicity 
made a great success of this venture. 
So complete was the success that at the 
end of a three months’ trial the board 
of education voted to place the plan in 
all the schools of the city. 

My bank directorate began to be im- 
pressed with the value that might de- 
velop if this movement should be as suc- 
cessful over the entire city as it had 
been in the first experiment. In our 
steps of progress we met all sorts of ob- 
jection, but the demonstrations of the 
wisdom of teaching children habits of 
thrift and in connection therewith giv- 
ing tuition in business methods and par- 
ticularly the details of doing business 
with a bank, made a deep impression. 
We answered successfully the objection 
on the part of many people that we were 
developing our children into little misers 
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by putting so great emphasis upon the 
hoarding of money. We connected with 
this saving an objective in the use of 
the money. In all our publicity I put 
the emphasis upon saving for a purpose, 
and when that purpose could be sub- 
served, the money gathered could be 


spent with just gratification as a mat- 
ter of education as the acquirement of 
the bank savings. 


Startled Their Parents 


UR experience shows the importance 

of attaching an altruistic purpose 
to the tuition given in matters of thrift. 
We have garnered a rich harvest of in- 
cidents that, if they were to be used, 
could be of great import in the promo- 
tion of school banking. One of our chil- 
dren through earnings with her little 
hands acquired a considerable bank ac- 
count, and we found that she had in 
mind her heart’s desire—the acquire. 
ment of a violin. She had a taste for 
music, her people were poor and could 
not give her facilities for a musical edu- 
cation; but the thought of doing some- 
thing for herself was suggested through 
the school savings bank. She is now a 
successful teacher of music and has a 
great reputation as a violinist. The 
initiative and impetus were given by the 
school savings bank. 

A little family in our city found in 
the maintenance of the family obliga- 
tions that the wage earner of the family 
could no more than meet the ordinary 
expenses of family maintenance. As a 
safeguard the head of the family had 
carried for some years life insurance. 
A stringency in the times resulted in the 
loss of his job temporarily. His life in- 
surance premium became due and he had 
no means of meeting it. It was a mat- 
ter of very earnest discussion on the 
part of the father and mother and a 
source of deep anxiety. The children 
heard these discussions, and for several 
years they had been gathering through 
the school savings bank, with little 
thought on the part of their parents. 
sums of money of which they were quite 
proud. Two of them, a boy and a girl, 
drew out their savings and it was an 
amount sufficient to meet the premium 
on the life insurance policy, and star- 
tled their parents by putting it in their 
hands and saying: 

“Here are our savings, take this and 
pay the insurance money.” 

This tided over a very trying period, 
and upon the restoration of better times 
and renewed employment the family en- 
tered upon a period of prosperity. The 
children gradually became wage earners 
and the family, today in good circum- 
stances, often refers to this incident as 
the most trying and the most important 
in their family life. 


Brought Her Father In 


OME years after we had instituted 
the school savings bank system in 
our city, an acquaintance of mine came 
into the bank with a young tady. Inas- 
much as he had never been a patron of 
the bank, as he carried his account in 


another institution, and I had never 
seen him in our corridor, I stepped for- 
ward and greeted him. 

“I’m glad to see you,” I said, adding, 
“have you ever been in our bank be- 
fore?” 

“No, I haven’t,” he replied. Then he 
explained that he was induced to come 
by his daughter who had a duty that she 
thought he ought to perform for her. 
In chatting with them I found that the 
daughter had started with the school 
savings bank as a little child and had 
saved money for the purpose of meeting 
the expense of a college education. This 
saving had come on quite largely 
through little gifts and earning methods 
that she had instituted, and when the 
decision was made to go to college, she 
had with some enthusiasm confided in her 
father the fact that she had a savings 
account and she wanted to pay her first 
year’s expenses in college from her own 
savings. She had brought her father 
in to sign the proper check to draw out 
the savings which had accumulated 
for this purpose. To his astonishment 
the amount was something over $500. 

“T am just as proud of you as I can 
be” he said to his daughter, “but I can’t 
allow you to use this money that you 
saved by little sacrifices to pay for your 
college expenses. I am able to do that and 
I am grateful for the opportunity to do 
it. Keep your savings for incidental 
uses and I will exhibit to you my pride 
in what you have dune by taking care 
of your college expenses with delight.” 

The thrifty daughter, however, in- 
sisted upon carrying out her original 
purpose, and I could see that it was one 
of the most interesting things that ever 
came into the life of that family. 


A Lad in Grand Rapids 


I WAS visiting some years ago in 
California and was invited by the 
University Club of Los Angeles to a din- 
ner and something was made of the 
event in the paper. Just before we went 
into dinner a man came up to me and 
said: “I’m not a member of the Uni- 
versity Club and cannot take a part in 
this function, but learning through the 
paper that you were here, I took occa- 
sion to come and just greet you and say 
in a word that I was a lad in Grand 
Rapids when you started the school sav- 
ings bank and was one of the first to 
save my pennies and develop a bank ac- 
count. The lesson I learned in connec- 
tion with that process was the most im- 
portant thing in connection with my 
career. It has been a successful one and 
all you need to do to corroborate my 
statement is to make any inquiry about 
me in any of the banks of Los Angeles. 
I wanted you to know this and have 
taken this occasion to introduce myself 
to you and to tell you this brief story be- 
cause I think you ought, in the promo- 
tion of that wonderful enterprise, to 
have this as an object lesson in the con- 
tinuance of your good work.” 

I think we have demonstrated in the 
growth of the school savings bank in our 
country its value as a concomitant of 
our best educational processes, but I fee! 
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[‘ spite of full police protection and the 

benefit of ingenious safety devices, banks 
still are too often the victims of hold-up men, 
dishonest employes, unfaithful messengers 


and other enemies of society. 


A Bankers 


Blanket Bond safeguards you against forces 
constantly scheming to break through your 


protective walls. 
city today. 


Consult our agent in your 


United States Fidelity 
and Guaranty 
Company 


BALTIMORE 


MARYLAND 


Over 8,000 Branches and Agencies in United States and Canada 


in New York, Philadelphia and Pittsburgh now 
use HOLMES ELECTRIC PROTECTION. If 
your bank is not protected by HOLMES, why 
not permit our engineers to tell you of the many 
advantages of a service that has steadily grown 
in popularity for over seventy years? : : : 


Holmes ElectricProtective Company 


NEW YORK 
370 Seventh Avenue 
Pennsylvania 8100 


PHILADELPHIA 
11th and Sansom Streets 
Pennypacker 1500 


PITTSBURGH 
723 Liberty Avenue 
Atlantic 3400 


that we have not used it for all it is 
worth in giving tuition in banking 
methods that might very profitably be 
carried on as an intrinsic part of the 
processes involved in the success of the 
school savings bank as a wholesome edu- 
cational process in our schools. 


It seems to me that while we have 
been largely successful in the primary 
schools, we have not carried into our 
high schools the same enthusiasm that 
we have engendered in the primary de- 
partments. 
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The Spring Meeting 
(Continued from page 1079) 


ers Association was admittedly ty 
five years ahead of all other bus: 
in this movement. 


enty- 
nesses 


C. E. McCutchen, Chairman of the 
Membership Committee, reported that 
there are relatively fewer banks in the 
United States that are not members of 
the American Bankers Association than 


at any time in the history of the o:gani- 
zation. As a result of the developments 
of the past six months 68.7 per cent of 
the total eligible banking institutions in 
the United States are now members of 
the Association as compared with 68 per 
cent a year ago. The total of delinquent 
members for the current year, he re- 
ported, is the lowest in eight years. 


Coverage for Banks 


wen report of the Protective Commit- 
tee was submitted by Deputy Man- 
ager James E. Baum who said that the 
records of the department show that the 
same metheds by which banks have re- 
peatedly been victimized and sometimes 
completely looted through criminal acts, 
as have characterized criminal opera- 
tions against banks ever since the Pro- 
tective Committee began to function in 
1921, are still being pursued. 

W. F. Keyser, Chairman of the Insur- 
ance Committee, described the progress 
made during the year in establishing 
broader and more clarified coverage for 
banks along various lines. Among the 
results obtained was the notification 
from the chairman of the surety asso- 
ciation’s special committee that follow- 
ing consideration of the American Bank- 
ers Association’s Insurance Committee’s 
recommendation considerable progress 
has been made in redrafting various 
forms and preparing new ones. 

M. R. Sturtevant, Chairman of the 
Committee on Federal Legislation, re- 
ported that the chief line of the commit- 
tee’s activity had been to cooperate with 
the Special Committee on Section 5219 
United States Revised Statutes, cover- 
ing the taxation of national banks, in 
opposing any amendments to that sec- 
tion. 


Strongly Fortified 


HARLES P. BLINN, JR., Chairman 

of the Special Committee on Section 
5219, told of the determined opposition 
which had been registered against any 
change in the Federal law and reported 
various state legislative measures which 
indicate a tendency in certain states to- 
ward local solution of the tax problem 
and lessen, to an extent, he declared, the 
motive power behind the appeal to Con- 
gress for a change in the Federal sta- 
tute. 

“Your Committee,” Mr. Blinn said, 
“feels more strongly fortified than ever 
before with arguments and statistics to 
demonstrate that Section 5219 needs no 
further amendment by Congress. While 
it anticipates a determined effort to pro- 
cure an amendment, it looks forward 
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with considerable confidence in_ its 
ability to oppose successfully any 
amendment and in this connection it 


sugvests the adoption by the respective 
State Bankers Associations, at their 
coming conventions, of appropriate reso- 
lutions demanding the retention of the 
protective principle of Section 5219 
without amendment as necessary to the 
continuance of the National Bank Sys- 
tem and invites as well the cooperation 
of members generally in the carrying out 
of its work.” 

The efforts being made to oppose any 
amendment to Section 5219 were re- 
viewed by Thomas B. Paton, General 
Counsel of the Association, in an article 
in the April issue of the JOURNAL. 

William S. Irish, Chairman of the 
Committee on State Legislation, re- 
ported that foremost among the Com- 
mittee’s activities has been the promo- 
tion of the new uniform bank collection 
code for passage by state legislatures, 
which has been enacted into law by sev- 
eral of them. 

Thornton Cooke, Chairman of the 
Committee on Taxation, declared in his 
report that there had been thus far in 
1929 more sound state legislation in the 
field of bank taxation than ever before 
in a single year and that at the moment 
the situation in Congress is good. 


New Appointments 


— and appointments to 
fill vacancies announced at the meet- 
ing were as follows: 

Colorado—Clark G. Mitchell of Denver 
resigned on account of being member of 
the Executive Committee of the Clearing- 
house Section. Succeeded by Roy Cox, 
presidert, Trinidad National Bank, Trin- 
idad. 

Roy Cox of Trinidad later became in- 
eligible on account of severing banking 
connections. Vacancy not filled. 

Florida—Cary A. Hardee of Live Oak 


resigned because membership in Florida | 


dropped below number necessary for two 
Council members. 

Iowa—Emil Webbles of Burlington, in- 
eligible—out of banking business. Suc- 
ceeded by Herbert L. Horton, vice-presi- 
dent, Des Moines National Bank, Des 
Moines. 

M. W. Ellis of Charles City resigned 
on account of removal to arother state. 
Vacancy not filled because of member- 
ship in Iowa having dropped below seven 
hundred. 

Minresota—J. J. Maloney of Heron 


Lake resigned—no longer officer or di- | 


rector of member bank in Minnesota. 
Succeeded by G. A. Haven, president, 
First State Bank, Chatfield. 

J. H. Ingwersen of Duluth resigned on 
account of ill health and removal to an- 
other state. Succeeded by Walter L. 
Brooks, president, Northern National 


Bank, Bemidji. 

_Oklahoma—E, D. Kilpatrick of Le- 
Flore, ineligible—out of banking busi- 
ness. Succeeded by T. J. Hartman, pres- 
ident, Producers National Bank, Tulsa. 

Oregon—E, C. Sammons of Portland 
resigned—because of removal to another 
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state. Succeeded by Keith Powell, pres- 
ident, Bank of Woodburn, at Woodburn. 

Pennsylvania—Harry J. Haas of Phil- 
adelphia resigred on account of holding 
office of vice-president of National Bank 
Division. Succeeded by J. S. McCulloch, 
president, Union Bank & Trust Company, 
Philadelphia. 


J. S. McCulloch of Philadelphia, inel- 
igible—having severed banking connec- 
tions. Succeeded by Herbert W. Goodall, 
president, Tradesmen’s National Bank 
& Trust Company, Philadelphia. 

All the above appointees will serve as 
Council members until the next conver- 
tion of their respective state associations. 
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Condition of Business 
(Continued from page 1138) 


now is that poorer earnings in the third 
and fourth quarters will bring about 
their own readjustment of stock prices 
and a corresponding liquidation of credit 
tied up in the securities markets. 


Bond Markets Not Yet 
Revived 


T IS hardly consistent to say that the 

credit strain, combined with expected 
seasonal requirements from commercial 
quarters and the over-confident temper 
of the stock market, all forecast con- 
tinued firm money for some time to come, 
and in the same breath to say that the 
bond market can be revived and thereby 
furnish funds to carry out building con- 
struction, municipal improvements and 
foreign financing. We are now begin- 
ning to realize that many foreign na- 
tions have been able to pay the interest 
on their loans only through the proceeds 
of additional loans, and when further 
borrowing is stopped their exchanges 
become seriously depressed. We are now 
a “creditor” country to the extent of 
over $15,000,000,000, the dividends and 
interest on which amount to perhaps 
$800,000,000, in addition to which for- 
eign nations are paying us on account 
of war debts some $200,000,000 annually 
(95 per cent of which is from Great 
Britain). 

From the tabulation on page 1138 of 
all major issues of $5,000,000 or over 
during the month it will be observed that 
there was not a single foreign offering 
included. The average rate is 5.8 per 
cent! The city of Chicago sold $50,000,- 
000 tax anticipaticn warrants on a basis 
to yield 5.60 per cent! 


The Outlook for Money 


ONDITIONS in the money market 

continue to be the one factor out of 
line with the generally satisfactory busi- 
ness situation as seen by leading banks. 
A certain amount of uncertainty as to 
the probable trend of rates is perhaps 
mainly responsible for the viewpoint on 
money. 

Asserting that American business is 
justified in looking forward to general 
prosperity for some time, the Guaranty 
Trust Company of New York says: 

“The most conspicuous change during 
the past year has been in the level of 
money rates; and the present state of 
business gives little reason to believe 
that this change need bring about any 
serious difficulty. 

“Seldom, if ever, has the business sit- 
uation in the United States presented a 
more complete picture of prosperity than 
it does today. The production and distri- 
bution of commodities are at record lev- 
els; wages are high and employment is 
large; the earning position of most of 
the large corporations is very favorable; 
optimism is general among all classes of 
the population; and both the growth of 
established enterprises and the forma- 
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tion of new ones are proceeding rapidly. 


To be sure, some important industries | 


are by no means in an enviable position, 


but such irregularites always exist, even | 


in the most prosperous times. 

A somewhat less optimistic view is 
taken by the National City Bank of New 
York. Discussing credit conditions, it 
says: 

“With business generally in satisfac- 
tory shape from the standpoint of both 
volume and profits, the one jarring note 


of importance lies in the continued tight- | 
ness of money which manifests itself in 


the highest rates of interest since the 
deflation period of 1920-21, and in the 
practical destruction of a bond market. 
Although thus far business has shown 
surprisingly little adverse effect from 


these unfavorable conditions, partly due | 
to the policy of banks in granting pref- | 


erential rates to industry, and partly to 
the success of many corporations in 
financing long term needs through stocks 
in lieu of bonds, it would be contrary to 


the experience of the past for this immu- | 
nity to be continued indefinitely. Unless | 


some way is soon found whereby the 
existing credit situation can be cured 
and rates restored to normal levels it is 
difficult to see how a check to business 
can be long postponed. 

“Already the tight money conditions 


have affected building, and the volume | 
of new construction work coming for- | 
ward in recent months has shown a con- 


siderable decline. According to the rec- 
ords of the F. W. Dodge Corporation, 
the value of new contracts awarded dur- 
ing the first quarter of the year fell 15 
per cent behind those of the first quarter 
of last year, 
chiefly in residential building which was 
off 34 per cent and public works and 
utilities which were down 18 per cent, 


while non-residential contracts were up | 


11 per cent. 


“While it is true that the March fig- | 


ures of new plans filed with the build- 
ing departments of leading cities would 
indicate some revival of activity, it is to 
be doubted that so long as speculation on 
the stock exchange continues to absorb 
so large a proportion of the surplus funds 
of the country the building industry can 
attain that full measure of prosperity 
without which business loses one of its 
most important sustaining influences.” 

International reactions to develop- 
ments in the American money market 
are described by Barclays Bank, Ltd., of 
London, which reports: 

“The London-New York exchange has 
been irregular and sensitive and the 
monetary position in the United States, 


with the loss centered | 


arising from the widespread speculation | 
in stocks and shares in that country, has | 


continued to be the dominating influ- 
ence. Notwithstanding the raising of the 
British bank rate on Feb. 7, market rates 


in London remain lower than in New | 


York, and from time to time the ex- 
change quotation has not been far re- 
moved from the 
Fortunately, 


shipments of the metal 


gold export point. | 


from this country to the United States | 


have been avoided and the Bank of En- 


gland has been able to purchase consid- | 


erable gold from South Africa. 


Lack of space prohibits our 
specifying individual stocks 
of the following groups in 
which we are interested: 


BANK 
TRUST CO. 
AVIATION 

INSURANCE 
INDUSTRIAL 
CHAIN STORE 


NEW and 
WHEN ISSUED 


Call us on any of the above 
classes of stock which have 
an Over-the-Counter Market. 


Members 
UNLISTED SECURITIES DEALERS 
ASSOCIATION 
ASSOCIATION OF BANK STOCK DEALERS 
74 Trinity Place New York City 
WHltehall 3760-3779 


Private wires to 
Chicago and Hartford 


| 
| 
| 
| 
| 
| Troster 
| 
| 
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The Happy Little 


SONG BIRDS| 


Are here for the Summer 


Have you provided homes for them? 
There is still time to have them set- 
tle on your grounds. Put up houses 
built to fit the needs and habits of 


| 


each little tribe and draw them to | 


your garden year after year. 


Practically every kind of song bird | 


raises two families every summer, 
some of them three. If you don’t 
catch the first this year, you may 
get the second 


little brood near | 


you. How you will enjoy hearing | 


the happy little song 
watching them hunt the cut worms, 
bugs, moths, caterpillars and other 
‘annoying insects that devastate 
your choice trees, shrubs and 
flowers. 
DODSON artistic bird houses are @ 
feature in the most beautiful estates, 
country clubs and parks all over Amer- 
ica. They are in a class by themselves 
on account of their superiority in de- 


birds and | 


Business Profits 


of earnings of 574 indus- 
trial and mercantile concerns show 
that net profits of these companies in 
1928 totaled 24 per cent more than in 
1927, and 15 per cent more than in 1926, 
the previous high year of industrial 
profits. These figures are perhaps some- 
what more favorable than would be 
shown by a more complete tabulation. 
The 574 companies included constitute, 
of course, only a small fraction of all 
industrial establishments in the country 
and in the past the returns from all com- 
panies have presented a less favorable 


| situation than have the returns from the 
| companies included in these compilations. 


sign, material and workmanship. Sold | 


only direct at prices even owners of 


modest homes can well | 


afford. 


Martin House This fascinating book, ‘Your Bird 

of 48 Rooms Friends and How to Win Them’’ sent 

to anyone who loves our beautiful song 

birds. It illustrates, describes and gives prices on all 

styles of bird houses, shelters, bird baths, special foods, 
etc, Mailed free on request. 


JOSEPH H. DODSON, Inc. 
777 Harrison St. Kankakee, Til. 


Stewart Warner 
Corporation 


OLDERS of old no par 
H value stock will re- 

ceive the first 2% 
stock dividend when ex- 
changing old for new stock. 
Apply to Stock Transfer 
Office, Central Trust Com- 
pany of Illinois, Chicago, or 
Irving Trust Company, New 
York. 


Letter with full details has 
been mailed to all stock- 
holders of record. 


A list of products manufac- 
tured by the amalgamated 
companies together with copy 
of latest financial report can 
be obtained at brokers’ offices 
or will be mailed to any ad- 
dress on application to the 
Corporation. 


STEWART WARNER 
CORPORATION 
1826 Diversey Pkwy., Chicago 


and subsidiaries 


Alemite Lub’r. Co. of Canada, Ltd. 
The Alemite Mfg. Corp’n. 
The Bassick Co. 

The Stewart Die Casting Corp’n. 
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Constructive Savings Through Clubs 
By CHARLES W. Fox 


Vice-president, Whitney-Central Trust and Savings; Bank, New Orleans 


F the merchants can, by the install- 
ment plan, convince the public of 
the advantage of spending before 
they have saved, why should not the 
bankers, by means of the club plan, con- 
vince the same public of the great ad- 


vantage of saving on the installment 


| plan for future contingencies? That the 


club plan appeals to all classes, goes 
without saying. People who would hesi- 
tate to enter a bank for the first time to 
open a savings or checking account, will 
be drawn to a bank which advertises a 
club, and these people are in a measure 
the very kind of people which the banks 
should try to cultivate. 

The figure for the year of 1927 for the 
United States showed a total Christmas 
savings deposit of $501,336,000, which 
was an increase over 1926 of $102,000,- 
000 or 26 per cent, five times the amount 
in 1920. Eight thousand banks are giv- 
ing service through Christmas savings 
accounts and each year hundreds of 
banks are adding various club depart- 
ment services to broaden the scope of 
their facilities for the benefit of their 
friends and patrons. The club plans 
have given the general public a truer 
idea as to the banks’ attitude toward 
small accounts, for by these very ac- 
counts the banks have proved their sin- 
cerity in soliciting small accounts. 

The club idea has become one of the 
accepted functions of the bank, and 
while probably not a profit making op- 
eration of itself, it does a multiple ser- 
vice and otherwise acts as a feeder for 
other business for the bank in a general 
way. It increases bank deposits, be- 
cause all the money available at the time 
the accounts are released, is not spent, 
but on the contrary a fair percentage is 
deposited in regular savings accounts 
and what is spent finally finds its way 
back into the banks. 

There is a total Christmas club mem- 
bership of over 8,000,000 with deposits 
of $550,000,000 and, based upon a direct 


by mail questionnaire to members, we 
find that out of that amount: 
$165,000,000 was used for permanent thrift 


or savings accounts or investments. 
Men 000,000 for immediate Christmas pur- 


neta 000, 000 for year and commitments and 
payments on installment purchases. 

$30,000,000 for insurance premiums. 

$29,000,000 for payment of mortgage or 
interest. 

$25,000,000 for taxes. 

$11,000,000 for education. 

$5,000,000 for charity. 

An analysis of these figures is very 
impressive in that we find that over 60 
per cent of this large sum is distributed 
for constructive purposes and such a 
percentage shows the collateral benefit 
and justification for the banks in spon- 
soring such accounts. 

Our own experience shows that we 
just about “break even” on our Christ- 
mas savings accounts, when we take into 
consideration such expenses as_ pass- 
books, or cards, checks, envelopes, en- 
closures, advertising, postage, display 
signs, payroll and interest. However, 
it must be realized that we are building 
for the future; that the development of 
these clubs, regardless of whether they 
are or are not productive of profits, i 
spreading the idea of thrift among our 
people, teaching them one of the ser- 
vices of the bank through which contact 
they will eventually learn of others and 
benefit by them. 

This movement may be looked upon 
as a banking educational campaign 
wherein we are doing a real and imme- 
diate service to the people of our com- 
munity, extending the circle of the 
bank’s friends, and which in the course 
of time it seems to me cannot fail to 
benefit and greatly promote the future 
growth of banking institutions. 


Total net profits of eighty-eight Cana- 
dian corporations in 1928 amounted to 
$130,553,042 as compared with $102,466,- 


622 the previous year, an increase of 


27% per cent. 
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Statement of Ownership 


{STATEMENT OF THE OWNERSHIP, MANAGEMENT, CIRCULATION, E 

THE , Etc., REQUIRED BY THE ACT OF 
CONGRESS OF AUGUST 24, 1912, of AMERICAN BANKERS ASSOCIATION JOURNAL, published 
monthly at New York, N. Y., for April 1, 1929, 

_— A gen York, county of New York, ss. Before me, a Notary Public in and for the 
oe an county aforesaid, personally appeared James E. Clark, who, having been duly 
oe according to law, deposes and says that he is the editor of the AMERICAN BANKERS 
Assceaamsens JOURNAL and that the following is, to the best of his knowledge and belief, a 
~ statement of the ownership, management (and if a daily paper the circulation), etc., 
of the aforesaid publication for the date shown in the above caption, required by the Act 
of August 24, 1912, embodied in section 411, Postal Laws and Regulations, printed on the 

m a ne names and addresses of the publisher, editor, managing editor, and business 
managers are: Publisher, F. N. Shepherd, 110 East 42nd Street, now York, N. Y.; editor, 
James E. Clark, 110 East 42nd Street, New York, N. Y.; managing editor, none; business 
manager, James E. Clark, 110 East 42nd Street, New York, N. Y. 

{2. [That the owner is: (If owned by a corporation, its name and address must be stated 
and also immediately thereunder the names and addresses of stockholders owning or holding 
one per cent or more of total amount of stock. If not owned by a corporation, the names 
and addresses of the individual owners must be given. If owned by a firm, company, or 
other unincorporated concern, its name and address, as well as those of each individual mem- 
gh must be given.) The American Bankers Association, 110 East 42nd Street, New York, 
N.Y. (A voluntary, unincorporated association of banks: Craig B. Hazlewood, Union Trust 
Company, Chicago, Ill., president and Fred N. Shepherd, 110 East 42nd Street, New York, 
N. Y., executive manager. 

3. That the known bondholders, mortgagees, and other security holders owning or holding 
one per cent or more of total amount of bonds, mortgages, or other securities are: None. 
i4. That the two paragraphs next above, giving the names of the owners, stockholders, and 
security holders, if any, contain not only the list of stockholders and security holders as 
they appear upon the books of the company but also, in cases where the stockholder or 
security holder appears upon the books of the company as trustee or in any other fiduciary 
relation, the name of the person or corporation for whom such trustee is acting; is given; 
also that the said two paragraphs contain statements embracing affiant’s full knowledge 
and belief as to the circumstances and conditions under which stockholders and security 
holders who do not appear upon the books of the company as trustees, hold stock and 
Securities in a capacity other than that of a bona fide owner; and this affiant has no reason 
to believe that any other person, association, or corporation has any interest direct or indirect 
in the said stock, bonds, or other securities than as so stated by him. 

5. That the average number of copies of each issue of this publication sold or distributed, 
through the mails or otherwise, to paid subscribers during the six months preceding the 
date shown above is.—(This information is required from daily publications only.) 
JAMES E. CLARK, 
USworn to and subscribed before me this 18th day of March, 1929. Editor. 
‘Gladys E. Snyder, Notary Public, Bronx County; Bronx County Clerk No, 412, Reg. No. 
3032D; New York County Clerk No. 2066, Reg. No. 0-29A, 

{Appointment expires March 30, 1930. [SEAL] 
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Guaranteed 
Safety and 
Liberal Yield 


EVERY Empire Bond 
issue is created upon this 
set of fixed standards: 


—A strong guarantee as 
to principal and interest. 


— Legal for trust funds. 


— Independently trusteed 
by a large bank or trust 
company. 


— Secured by a closed first 


mortgageonincome-earn- 
ing real estate in leading 
American cities. 


— Yield 5%% to 6%. 


Makethesestrict require- 
ments your own invest- 
ment standard. 


Empire 


Bonds 


Empire Bond & Mortgage Corporation 


535 Fifth Avenue 
New York 


BETTER COIN TOOLS 
make 
BETTER COIN TELLERS 


Coin Wrappers, Currency 
Straps, Tubular Wrap- 
pers, Tellers’ Moisteners, 
Coin Trays, Coin Bags, 
Lead Seals, Seal Presses, 
Manual Counters, Wrap- 
per Cabinets. 


All 


7 


Sold By Leading Bank Stationers 
The C. L. Downey Co., Cincinnati, Ohio 
941-943-945-947 Clark Street 
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WHAT DO YOU THINK: 


«@ Being a more or less personal talk between the Epitor and the READER 1@* 


If More Banks Did This 


my: is a notion abroad that it is only 
the local chamber of commerce that 
should attempt to sell its community to the 
world. 


Well, perhaps, that is so but in the case 
of Rochester, Eastman has done a bit in 
putting his town on the map. 


In the case of South Bend, Ind., Stude- 


baker cannot be overlooked. 


In the case of Detroit there is Mr. Ford. 
In the case of Wilmington, Delaware, 
there is the du Pont family—and in a 
similar manner one might go over the map 


of the United States. 


And that line of thought seems to lead 
to the conclusion that the best advertise- 
ments any town can have are not- reading 


matter in well-chosen phrases set in big 
type and little type and anon in some other 
type, but—trising above all that—a steady 
stream of products that go out into the 
world and are received with open arms 
everywhere. 


If ever it amounted to very much, the 
day of generalites in city advertising seems 
to have passed. 


What, then, can be done to help a com- 
munity to grow? 

If the whole answer is not contained in 
the following item clipped from the cur- 
rent issue of the publication called Adver- 
tising & Selling, this item may at least stim- 
ulate thinking:— 


“Banks are certainly getting enterprising! 
_"In this morning's paper find an adver- 
tisement of the Citizens Trust Company of 
Utica, N. Y., headed: 


To an Automotive Accessory Manufacturer 


“The text of this advertisement is worth 
printing, for it is an excellent example of this 
kind of advertising and might well be used 
as a pattern: 


‘Perhaps in the Metropolitan District there 
is an automotive accessory manufacturer, 
whose business is established and grow- 
ing . . . but whose net profits are too low. 
“It will pay this company to write the 
Citizens Trust Company. We believe we 
can prove that location in Utica will result 
in decreased overhead, a better labor situ- 
ation, and increased profits. 

“This bank, one of Central New York's 
largest commercial banks, is in a position 
to help such a manufacturer locate here 
and to aid in expanding his business. 
“"“Write our Industrial Development De- 
partment, giving us full details about your 
business. Your letter will, of course, be 
held in confidence.’ 


“It used to be that such appeals were spon- 
sored only by local Chambers of Commerce. 
What may we not expect if progressive 
banks get behind their communities in this 
way?” 


A Way to More Profits 


N this day of “best sellers’ and ingeni- 
ous, snappy titles for intriguing books 
of fiction anything in print that is pub- 
lished under the title of ‘Proceedings,’ 
goes out into the world under a certain dis- 
ability not easily overcome, because ordi- 
narily there is nothing in the word that 
stimulates the imagination. 

Too often it is regarded as a detour sign 
though the most famous book in the world 
is something of a book of proceedings, and 
out of the proceedings of many a delibera- 
tive body comes information which radically 
changes the courses of lives and the con- 
duct of businesses. 

There are still other exceptions to the 
dull in books of proceedings. Sometimes 
there is real gold in them. For instance, 
the proceedings of many of the conferences 
which have been held by the American 
Bankers Association contain information 
which, if acted upon, give banking institu- 
tions greater efficiency, greater security and 
more profit. Notable among such confer- 
ences was that on Bank Management held 
in Chicago in March. It was a veritable 
gold mine of information, especially for 
country bankers. It covered the whole range 
of commercial bank operation, and in that 
conference even veteran bankers received 
suggestions which they now are putting into 
operation in their banks—to the profit of 
themselves and their institutions. 

The proceedings of that conference con- 
stitute what is really a handbook on bank- 
ing, and the fame of the conference is such 
that the name “Proceedings” instead of 
diminishing interest increases interest. Over 
5,000 copies of the proceedings of the 
Chicago conference had been ordered before 
the end of April. 

It is a rare bank which will not be 
benefited if its officers and directors take 
unto themselves even a small part of what 
was told in that memorable meeting. 


“Clearings’’ Antiquated 
RANK A. NELSON, manager of the 


Chattanooga Clearinghouse  Associa- 
tion sends to us a copy of a resolution 
which that Association recently adopted 
discontinuing the old method of reporting 
clearings and declaring that in the future 
the Association will only “report the total 
amount of checks paid, or ‘total debits.’ ” 

“The recent consolidations of ours 
banks,” writes Mr. Nelson have had the 
effect, as in other places, of materially de- 
creasing our clearings, although the 
amount of actual business transacted is un- 
affected, and we feel that the time has come 
when the antiquated and misleading method 
of attempting to determine the amount of 
business in any city by the clearings should 
be discontinued and the much more reli- 
able method of reporting total debits 
adopted. 

“There has been some opposition on the 
part of commercial agencies, etc., to 
make any change, one alleged reason be- 
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Journal Pictures in School 
Work 


OR bankers who like to do missionary 
work in spreading a knowledge of 
banking an interesting suggestion comes to 
us from L. A. Young, president of the 
Farmers Trust Co., of Franklin, Ind. We 
quote :— 

“J am taking the liberty to write you 
regarding the illustrated covers on the 
American Bankers Journal which have cre- 
ated quite a bit of interest in our county 
and city. 

“The first picture occurring on the 
frontispiece which was painted by Mr. de 
Maris was the ‘Colonial Money Transport.’ 
Since that time I have kept all the front 


covers and the articles accompanying them. 
I have gone to a number of High Schools 
of our county and also the consolidated 
schools and Parent Teachers Associations, 
making talks and exhibiting these pictures 
as a historical help to high school students. 
I find that their interest is very great. 


“I understand from other counties that 
they are taking this matter up and using it 
as a basis for talks before high school stu- 
dents. I am working on a plan at the 
present time to have these pictures so that 
they can be shown on the screen with a 
lantern. 


“The reason for my writing this letter 
is to congratulate your editor and his staff 
for these pictures. I think it is a very 
good means of advertising the banking busi- 
ness for our locality and wish to thank you 
for these pictures and the accompanying 
articles. 

“I thank you for the knowledge which 
this has brought to our community.” 


ing that they had no figures for compari- 
son. The Federal Reserve banks have, as 
you know, compiled data for total debits for 
the last ten years and these data can be ob- 
tained upon request. 

“We feel that the banks in many cities 
would be greatly gratified to see this change 
made and trust that the great influence of 
your Journal will be used to bring this 
change about.” 

The subject is well worth discussing, and 
the JOURNAL invites its readers to present 
their ideas as to whether or not the day of 
“clearings” has gone by and should be 
superseded by something else. 


= 
(s Ss \y, 
a f \ 


